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ANE A BETTER BUY FOR YOU © 








GREATER EFFICIENCY! Royal has more 
work-saving, time-saving features than any 
other typewriter. This is a fact which results 
in higher production per machine. Call in 
your Royal representative—and be shown the 





proof—in an actual Royal demonstration! 


GREATER DURABILITY! Royals are the 
sturdiest typewriters engineering science has 
produced. Because of this fact, Royals stand 
up longer, spend more time on the job, less 
time out for repairs. Result: Royals cut steno- 
graphic work losses to a minimum, give you 
the maximum return from your typewriter 





investment. 


THE FAVORITE WITH TYPISTS! A national sur- 
vey made among hundreds of business girls shows 
that Royal is the preferred typewriter—2 to 1 over any 
other typewriter. Your stenographic staff will do more 
and better work on machines they prefer to use. Order 


Royals! 


Wolds Nel Typewrl. 
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CASE HISTORY No. 4701 





Clerical Work Cut in Half with 
Ditto One-Writing Order-Billing System 


at CINCINNATI INDUSTRIES, INC. 


An acute back-order problem prompted Cincinnati 
Industries to adopt the latest Ditto Direct Process 
One-Writing Order-Invoice-Production Order plan. 
Besides saving 50% of the clerical work formerly in- 
volved—avoiding entirely the rewriting of repetitive 
order data—it provides much greater production detail 
and assures absolute accuracy. 

Regardless of your type of operation, you will find 
the Case History describing this system interesting 
and instructive. Ditto will work for you, as it does for 
thousands of others. Ditto’s flexibility will help you 
operate more efficiently, provide greater control over 
your operations and reduce paper work to a minimum. 


( A request on your letterhead will bring you a copy of 
Report No. 4701 immediately—and without obligation. 





DITTO, INC., 652 South Oakley Bivd., Chicago 12, Illinois 
In Canada: Ditto of Canada, Ltd., Toronto, Ontario 


Production * Payroll * Purchasing ° Order Billing 


DITTO 2:2... 


TRADE MARK REG, U. S. PAT. OFF. 
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DATES AHEAD 


All dates are listed as scheduled at time 
of publication of this issue. Subsequent 
changes may be made. 

SIXTEENTH ANNUAL MEETING 

CONTROLLERS INSTITUTE 
OF AMERICA 
October 19-22 

Drake Hotel, Chicago 


October, 1947 

October 1—Bridgeport 

October 2—Birmingham, 
Philadelphia 

October 7—Buffalo, Chattanooga, Twin 
Cities 

October 8—Baltimore, Western Michi- 
gan 

October 9—Dayton, New Yor': City, 
Quad Cities, Toledo 

October 13—Kansas City, Pittsburgh 


October 14—Boston, Cincinnati, Milwau- 
kee, Springfield 


Hartford, 


October 16—Los Angeles, San Francisco | 


October 17—Joint Meeting of Portland 
and Seattle Controls (at Portland) 
October 21—New Orleans, Syracuse 
October 22—Chicago 
October 28—Atlanta, Dallas, Detroit, 
District of Columbia, Houston, St. 
Louis 
October 29—Louisville, Rochester 
October 30—Indianapolis 
At the time this issue went to press, 
no definite meeting date had been. set by 
the Cleveland Control for October. 


November, 1947 
November 4—Buffalo, Chattanooga, 
Twin Cities 
November 5—Bridgeport 
November 6—Birmingham, 
Philadelphia, Quad Cities 
November 10—Kansas City 
November 11—Cincinnati, Milwaukee 
November 12——Baltimore, Western Mich- 
igan 
November 13—Dayton, New York City, 
Toledo 
November 17—Pittsburgh 
November 18—Boston, New Orleans, 
Springfield, Syracuse 
November 19—Chicago 
November 20—Indianapolis, Los 
geles, San Francisco, Seattle 
November 21—Portland 
November 25—Atlanta, Dallas, Detroit, 
District of Columbia, Houston, St. 
Louis 
November 26—Louisville, Rochester 
At the time this issue went to press, no 
definite meeting date had been set by 
the Cleveland Control for November. 


Hartford, 
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> TRAINING 
; YOU CAN 


* RECOMMEND 
WITH 


@ When you are asked to recommend an 
accounting course, the educational back- 
ground of the International Accountants 
Society, Inc., will give you complete confi- 
dence. The five men composing our Execu- 
tive Educational Committee are responsible 
for IAS educational policies and activities. 
The sixteen Certified Public Accountants 
composing the IAS Faculty prepare text 
material, give consultation service, or grade 
examination papers. Some give full time. 
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others part time, to [AS work. Our Advisory 
Board consists of forty outstanding Certified 
Public Accountants, business executives, 
aitorneys, and educators, who counsel with 
the [AS Management, on request, about 
technical accounting, educational, and busi- 
ness matters. 


The uniformly high caliber of these men is 
eloquent testimony to the quality of IAS 
training. 














EXECUTIVE EDUCATIONAL COMMITTEE 


JOHN T. MADDEN President, International Accountants Society, Inc.; Dean, School of Commerce, Accounts 

CP.A.. B.CS.. M.A., Sc. D and Finance, New York University; Former President, American Association of University 

BeXey DiReSey Nid Ney SCs L's Instructors in Accounting; Former President, American Association of Collegiate Schools 
of Business. 


Chairman, Board of Directors, International Accountants Society, Inc.; Dean Emeritus, 
College of Engineering, Cornell University; Former President, American Society of Mechani- 
cal Engineers; author of ‘‘Cost Finding,” “Industrial Economics,” and other textbooks. 


DEXTER S. KIMBALL 
M-E. ELD. Disc. 


Vice-Chairman, Board of Directors, International Accountants Society, Inc.; Former 
Chairman,. Board of Directors, The Ronald Press Company; Former Director, Department 
of Management, New York University; author of “Office Management” and other textbooks. 


LEE GALLOWAY 
B.Sc., Ph.D. 


GEORGE P. ELLIS Practicing Certified Public Accountant; Member of Faculty, International Accountants 
CP.A Society, Inc.; Former President, Illinois Chamber of Commerce; Former President, America. 
ects Society of Certified Public Accountants; Former President, Executives Club of Chicago. 


STEPHEN GILMAN 
B.Sc.,C.P.A. 


Educational Director, International Accountants Society, Inc.; author of “Accounting Con- 
cepts of Profit,” “‘Analyzing Financial Statements,” ‘Principles of Accounting,” ‘What 
the Figures Mean,” and numerous technical articles on accounting and allied subjects. 


FACULTY 


Stanley E. Beatty, C.P.A. Stephen Gilman, C.P.A. Frank H. Murray, C.P.A. J. G. Terry, C.P.A. 

Harold W. Boedeker, C.P.A. John A. Hinderlong, C.P.A. T. N. Perry, C.P.A. G. S. West, C.P.A. 
George P. Ellis, C.P.A. James W. Love, C.P.A. Russell C. Swope, C.P.A. Harry H. Westphaln, C.P.A. 
C. W. Emshoff, C.P.A. Paul H. Moore, C.P.A. G. E. Taylor, C.P.A. Earl R. White, C.P.A. 











Additional information about this training will be sent to you in booklet form, on request. 


INTERNATIONAL ACCOUNTANTS SOCIETY, re. 


A Correspondence School Since 1903 
209 WEST JACKSON BOULEVARD 
CHICAGO 6; IE LIN GSES 
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Introducing This Month’s Authors 








J. H. Clawson (“Training and Promo- 
tion in the Controller's Department Under 
Unionized Conditions,” page 500) com- 
bines a broad understanding of utility 
problems across 
the country with 
specialized 
knowledge of 
the utility ac- 
counting field. 
He has obtained 
this desirable 
combination 
both through 
his educational 
and his business 
background. A 
native of Utah 
he graduated from Utah State College 
with a B.S. degree in Economics. Subse- 
quently, he graduated from the Harvard 
School of Business Administration. As a 
travelling auditor for Stone & Webster, 
Inc., for five years beginning in 1922, Mr. 
Clawson examined and installed account- 
ing systems and conducted special investi- 
gations of utilities and other companies 
in all parts of the United States. In ad- 
dition, he is a Certified Public Account- 
ant. For the past twenty years he has 
been associated with Puget Sound Power 
& Light Company, of Seattle, first as au- 
ditor, then as assistant treasurer, and since 
1946 as controller. 

He is a contributor to several trade and 
professional publications. His special 
business interests include educational 
work and training of personnel. The lat- 
ter interest is substantiated by his win- 
ning of the first place award in the Byl- 
lesby Public Utility Competition for the 
best paper on the subject, “How to In- 
crease the Usefulness of the Accountant 
in the Public Utility Industry.” 

Mr. Clawson, who is the immediate 
past president of the Seattle Control, of 
the Controllers Institute of America, is 
likewise a member of the Washington 
Society of Certified Public Accountants 
and the National Association of Cost Ac- 
countants. Despite these varied activities, 
his interests include a variety of sports 
and hobbies as well as flower raising, 
particularly exhibition dahlias. 


Grady 





MR. CLAWSON 


A native New Yorker, H. L. Jamison 
(“Adequate Insurance Coverage at Proper 
Cost,” page 504) has been identified with 
the insurance field since 1911. For five 
years until September, 1916, he held vari- 
ous positions in the fire insurance under- 
writing organization of Crum & Forster. 
Then he joined Richard L. Roberts, Inc., 
insurance brokers and adjusters, becom- 
ing secretary of the firm in 1918, and 
president and treasurer in 1929. Mr. 


Jamison became full partner of the in- 
surance brokerage firm of Frank and Du- 
Bois in 1935, merging with that firm 
the brokerage business of Richard L. 
Roberts, Inc. He continued as president 
of the latter corporation, which furnished 
insurance surveys and audit, loss adjust- 
ing and insurance management services 
to the buyers of insurance. On May 31, 
1938, he withdrew from Frank & Du- 
Bois and organized Herbert L. Jamison 
& Co., which specializes in analyses and 
audits of insurance for manufacturing, 
mercantile and other kinds of business, 
insurance brokerage, loss adjusting, and 
as consultants. Mr. Jamison has been a 
licensed _ public 
fire loss adjuster 
in New York 
State since 1930. 

Prior to 1936 


Bachrach 


he was active 
on the Educa- 
tional Commit- 


tee of the Insur- 
ance Society of 
New York in 
organizing 
courses on in- = 
surance broker- MR. JAMISON 
age. He also lectured for four years in 
connection with those courses, and has 
given numerous talks on insurance to buy- 
ers’ groups. He is a frequent contributor 
of articles to insurance and other trade 
magazines. 





H. T. McAnly (‘‘Preserving the Integ- 
rity of Equity Capital,’ page 509) is a 
Certified Public Accountant of Illinois 
and several other mid-western states, and 
a resident part- 
ner of the firm 
of Ernst & Ernst 
in Chicago. He 
has been asso- 
ciated with his 
firm for the past 
twenty-eight 
years. Mr. Mc- 
Anly, who is a 
member of the * 
Advisory Com- 
mittee on Ac- . 
counting, at the MR. McANLY 
College of Commerce and Business Ad- 
ministration of the University of Illinois, 
is also a member of the Advisory Board 
of the International Accountants Society, 
Inc. He is a member of the American In- 
stitute of Accountants, the Illinois Society 
of Certified Public Accountants, and the 
National Association of Cost Account- 
ants. 


Carlyle 














G. Kibby. Munson (“The Effect of 
Bonuses and Premium Pay on Over. 
time,” page 513) is a member of the 
Washington, D. C., law firm of Roberts 


& McInnis. 
Several years 
after graduation 
from the Uni- 
versity of Roch- 
ester in 1914, 
Mr. Munson 
went to Wash- 
ington as secre- 
tary to A. D. 
Sanders, Mem- 
ber of Con- 
gress. While act- a 
ing as congres- MR. MUNSON 
sional secretary, he attended the George 
Washington University Law School, grad- 
uating in 1924. He entered the practice 
of law, and in 1929 he was appointed 
to act as special examiner in the so-called 
sabotage cases (Black Tom explosion and 
Kingsland fire) before the Mixed Claims 
Commission, United States and Germany. 
Following the decision in those cases in 
Hamburg, Germany, in the fall of 1930, 
he resumed the full-time practice of law. 
Mr. Munson’s experience has been 
principally in the fields of federal taxa- 
tion, interstate commerce and labor rela- 
tions, together with practice before mis- 
cellaneous Federal agencies, such as the 
Federal Trade and Securities & Exchange 
Commissions. He has been an intermit- 
tent contributor of articles published in 
THE CONTROLLER on a variety of sub- 
jects from the publication’s earliest days. 


Harris & 











Wm. T. Sunley (‘Preserving the In- 
tegrity of Equity Capital,” page 509) is 
a Certified Public Accountant of Illinois 
and Michigan. He is a practising and 
consulting ac- 
countant in Chi- 
cago, Illinois, 
and a_ partner 
of Kuhn, Sun- 
ley & Company. 
He practised 
public account- 
ing in Detroit, 
Michigan for 
many yeats and 
is a past presi- 
dent of the : 
Michigan Asso- MR. SUNLEY 
ciation of Certified Public Accountants. 
He is also a past president of the Chi- 
cago Chapter of the National Association 
of Cost Accountants, a member of the 
American Institute of Accountants, the 
Illinois Society of Certified Public Ac- 
countants, and the National Association 
of Cost Accountants. 

For many years Mr. Sunley was vice- 
president of the International Account- 
ants Society and, later, president of the 
American Academy of Accountants. 


Moffett 
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| It lowers selling costs 
gy It reduces credit losses | 














It cuts correspondence costs to the bone | 





WHEN ONE 4™aziNG 
BUSINESS MACHINE 
DOES ALL THIS ITS 
NATURAL FOR CON- 
TROLLERS TO WANT 
ALL THE FACTS 








Two Illustrated Folders Reveal Star- 
tlng Money-Saving Facts of Special 
Interest to Controllers. The coupon 


brings them Free. 





“Let the shoemaker stick to his last,” says the old proverb. 
And the modern version is not much different. All too often, 
today’s departmentalized business policy is to “Let George 
do it.” Let the Sales Manager worry about sales. Collec- 
tions slow? Let the Collection Manager figure out an 
ilibi. Trouble getting out the mail on time? Well, that’s 
not my job. 


But a new business machine called AUTO-TYPIST is 
changing this. One goes into the sales department and sales 
start climbing. The Treasurer’s office installs an AUTO- 
TYPIST and almost immediately collections become better. 
The man in charge of routine correspondence hears about 
AUTO-TYPIST. The day after the machine is installed, the 
mail goes out on time, at one third the cost! 


Today the AUTO-TYPIST is saving time and work and 
money for thousands of firms in every line of business. 


What does all this mean to you? A Controller is not re- 
sponsible for the operation of any one department. That’s 
tte enough. But you ARE vitally interested in the operation 
of your company as a unit—made up of these various de- 
partments. 
§o any machine that lightens work for one department is 
‘machine that all department heads should know about. 
as we see it, acquainting these department heads with 
the AUTO-TYPIST logically might be the responsibility of 
the Controller. 
But first get al/ the facts on the machine that produces in- 
dividually typed letters for less than 3c each. The handy 
‘upon brings them, plus a Demonstration letter addressed 
© you and typed on AUTO-TYPIST to show what this 
machine really does. Mail coupon now. 


“~~ MAIL THIS COUPON TODAY ~— 


The Push Button 
AUTO-TYPIST 





Automatically composes and types an endless variety of personal 
letters from push button preselection of standard paragraphs 
covering every subject treated in routine correspondence. 


The Dasto-typist 


Made by the 


AMERICAN AUTOMATIC TYPEWRITER CO. 
614N. Carpenter Street, Dept. 1810 Chicago 22, Illinois 


American Automatic Typewriter Co. 

614 N. Carpenter Street, Dept. 1810 

Chicago 22, Illinois 

Send me a personal letter Auto-Typed on the Push Button together with 
information showing different ways in which leading companies use their 
machine in sales promotion, collections, and correspondence. 












‘The 


Controller 








VOL. XV 


OCTOBER, 1947 





Edttortal Comment 


One Way of Correcting Misconceptions Concerning Profits 


4 iene possibility of counteracting the false impres- 
sion in the minds of the public, especially consum- 
ers, that all businesses are making exorbitant profits is 
receiving close attention at the hands of business man- 
agements. President J. A. Chadbourne of Old Colony 
Envelope Company, Westfield, Massachusetts, recently 
wrote this magazine that the misconception about 
profits could be at least partially corrected if corpora- 
tions, in their newspaper releases covering their finan- 
cial reports, were to include one more figure, namely, 
the percentage of net profit to net sales. He said, in 
developing this suggestion: 

“I think part of the responsibility for this unfortu- 
nate misinformation comes from the fact that many 
corporations report their financial figures to the finan- 
cial pages of newspapers and give elaborate compari- 
sons of this year and last year, between assets, liabili- 
ties, profits, depreciation, and so on, but they do not 
put down in black and white the percentage of profit 
to net sales. 

“In the case of the large prominent corporation 
some times one or two figures are picked out of the 
financial comparison and shown in the news columns 
or the front page. Invariably the figure given the most 
prominence is the total amount of net profit. Now 
to the average consumer a profit of $100,000, or $1,- 
000,000, or $10,000,000, or $100,000,000 seems exor- 
bitant. 

“If, however, this profit could be expressed as 6, 8, 
10, 12 or 14 per cent. of net sales, I think that the con- 
sumer reaction would be definitely more favorable. 
If the average consumer could be made to realize that 
his purchase price of a given product was only 6, 8, or 
10 per cent more than the cost of the product, I think 
there would not be that accumulation of resentment 
against business in general.” 

Mr. Chadbourne’s suggestion has merit. The first 
step in effectuating it is of course the inclusion in the 
corporation’s news releases of the percentage figure 
mentioned. The second step is to request the news- 
paper men to give as much prominence to the per- 
centage figure as to the totals. 

Publishing the percentage of net profit to total pay- 
roll could well become a common practice. 

The will and the desire to understand the figures is 


498 


of course essential. Developing those will be a more 
difficult undertaking. 


How Guage Correctness of Current Operating Expenses? 


‘Byptlle Fees are looking for standards by 

which to gauge the correctness of current operat- 
ing expenses. One has written in to inquire whether 
anything along that line has been developed. 

This inquirer points to the current extremely high 
costs, and observes that he does not feel that the pre- 
war or the war years themselves provide satisfactory 
standards by which to determine whether or not the 
expenses of his company are in line with what they 
should be. 

The thought which inspires this inquiry represents 
managerial control at its best. The problem which 
is presented is one of the most important of the mo- 
ment. There are so many factors which must be taken 
into consideration in attempting to solve it, that its 
very complexity tends to discourage the controller who 
undertakes its solution. Ratios alone can not do it. 

The problem has been handed over to the Commit- 
tee on Technical Information and Research, of the 
Controllers Institute of America. It will attempt to 
discover the thinking which has been applied to this 
subject and to appraise whatever conclusions have 
been reached. 


Two More Controllers Become Presidents 


os WO more cases of controllers being elected pres- 
idents of their companies came to light in Septem- 
ber. Mr. George S. Dively was made president of Har- 
ris-Seybold Company, of Cleveland, and Mr. David 
McGilvray of the E. H. Hotchkiss Company, of Nor- 
walk, Connecticut. Both are members of the Control- 
lers Institute of America. 

The increasing frequency with which elevation of 
controllers to positions of highest responsibility in 
their companies is occurring, is of course gratifying 
to those who are interested in the progress that is be 
ing made in impressing on business men generally, 
and on stockholders and directors of corporations, the 
story of the benefits that flow to any company from the 
institution of sound controllership, well backed by au- 
thority from the top source. 

Controllership is not a spectacular calling. It sel- 
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dom brings forth cheers from observers. In fact, there 
usually are very few observers. But it is inevitable 
that noteworthy accomplishments eventually are rec- 
ognized, and rewarded. 

There is no need to point out that a controller, the 
figure-fact man of any business, over whose desk must 
flow all the detailed information concerning the enter- 
prise, comes to be sooner or later about the best in- 
formed man in the organization, so far as its condition, 
progress, and prospects are concerned. To conserve 
assets one must know all about them, and how they 
are being used in conducting a business. The control- 
ler soon becomes close to the policy making level. His 
elevation to the presidency need cause no surprise. 
Personality, soundness, and many other characteristics 
of leadership, must be present in large measure, if 
that is to happen. 

The best man does not always reap the rewards, un- 
fortunately. Company politics often prevents that, or 
a concentration of ownership in the hands of persons 
who have not kept abreast of the latest developments 
and improvements in the business world; or any of 
dozens of sets of circumstances which prevent recogni- 
tion of essential equipment, and attainment. 

So it is with feelings of real satisfaction that the 
elevation of competent controllers to presidencies is 
noted. It has become almost a trend, a natural devel- 
opment. 


More Sound Material Concerning Controllership 


HE keen desire in business circles to learn what 

controllership really is, what it accomplishes, and 
how it functions, is exemplified by the decision on the 
part of the Metropolitan Life Insurance Company to 
publish a new revised edition of its booklet entitled 
“Functions of The Controller.” Work has been in 
process on this revised edition for more than a year 
and we are told now that it is probable that the report 
will be off the press by October 1 or shortly thereafter. 
_ This publication is one of a series put out by the 
Policy Holders Service Bureau of the Metropolitan Life 
Insurance Company. This will be the third edition of 
this report. In the late thirties the Controllers Institute 
of America was asked by the Metropolitan to assist in 
tevising the first edition, which was then out of print. 
A Committee of members of the Controllers Institute 
tecognized the opportunity which thus presented itself 
to spread some much needed and authentic informa- 
tion through the business community with respect to 
what controllership is, and how it functions. 

The Committee spent many weeks diligently obtain- 
ing and collating the most recent information concern- 
ing controllership. It provided most of the informa- 
tion and copy which went into the revision of the 
Metropolitan’s booklet. Many thousand copies of the 
booklet have been distributed. 

That second edition has now been exhausted and 
about a year ago the Metropolitan decided that, be- 
cause of the great interest which had been shown in 
this particular booklet, it should again be revised and 
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made available to the business public. It again called 
on the Controllers Institute to assist. Questionnaires 
were circulated, and the national staff of the Controllers 
Institute had an opportunity to review the replies, and 
the material which was developed from them. 

The new edition has an entirely new approach to the 
subject. Copies of it may be obtained by addressing 
the Metropolitan. The new booklet will be reviewed 
in detail in an early issue of ““The Controller.” 

The eagerness with which the business public reads 
material of this sort testifies to the deep interest which 
managements, stockholders, banks, and the government 
have in the development and expansion of controller- 
ship along sound lines. 


Another Milestone Passed 


| suite the 3,000 mark in membership, which the 
Controllers Institute of America did in August, is 
an item which probably will be of greater interest to 
the members of long standing than to those who have 
acquired membership in recent years. Those old timers 
shared the hopes and the trials of the early years dur- 
ing which the organization was struggling to get on its 
feet and earn its rightful place in the American busi- 
ness scene. 

Many can recall the days when The Institute num- 
bered but a few hundred members, and the satisfaction 
which was felt when it reached 500. Controllership, 
a twentieth century development as it is known today, 
was slow in organizing its mouthpiece and in taking 
its place in the American economy. High standards 
of eligibility, set up for the specific purpose of making 
sure that The Institute would be truly and exclusively 
a controllership body, slowed up The Institute's 
growth, but the officers and governing boards adhered 
doggedly through the years to those high standards, 
with the result that today The Institute occupies an 
enviable position as one of the most useful and influ- 
ential technical and business organizations in the coun- 
try, with a long record of accomplishments which have 
proved beneficial to business, to managements, to gov- 
ernmental agencies, and to controllers themselves. 

Managements now expect their controllers to avail 
themselves of the many benefits and advantages which 
flow from membership. To be a part of The Institute 
is now a mark of distinction. 

The spotlight ‘was turned first on the 1,000th mem- 
ber, later on the 2,000th, and now on the 3,000th. It 
was Dame Fortune who selected these men, whose 
likenesses are presented elsewhere in this issue. The 
distinction went to them willy nilly. They have borne 
up well under it. They become in effect, milestones, 
whether they like it or not. There will be others to 
follow them in the years to come, as the real meaning 
of controllership becomes still more widely known 
and recognized. 

So here we are at the age of sixteen with an annual 
meeting coming up which will serve still further to 
crystallize the usefulness of this calling. 

—A. R. T. 














Training and Promotion in the Controller's Department 
Under Unionized Conditions 


The great body of American business 
literature dealing with the subject of in- 
dividuals “getting ahead” or “getting 
there” in business is predicated upon the 
theory of competition and free enterprise. 
The training of the controller’s or the ac- 
counting staff has proceeded from the idea 
that every man can go just as fer or fast as 
his own ability, initiative and hard work 
permit him to do. Under such conditions, 
obviously there has been no regimentation, 
no ceiling to advancement, except the 
man’s own limitations. Training has been 
directed in a large part toward stimulating 
each man’s determination to develop him- 
self, to learn more, to work more effec- 
tively and to progress at the fastest rate of 
which he is capable. 

Among the rank and file of the control- 
ler’s staff, men developed and moved to 
the top of the organization—some faster 
than others. It has not been uncommon to 
find a certain number of men with good 
educational background, well-disciplined 
minds, alert and devoted to their work, 
moving with almost phenomenal rapidity 
up through the ranks to top places, while 
other men, who, because of their own 
more or less limited capabilities or because 
of their lack of interest in the job or ap- 
plication to its responsibilities or other 
reasons, remained almost as fixtures at the 
bottom of the organization. The term 
“bottom of the organization” is intended 
to mean the places of least value to the 
business and bearing remuneration com- 
mensurate therewith. The enlightened 
controller, of course, has recognized the 
desirability of developing every man to 
the utmost of his potentialities, first be- 
cause it is good business to do so and sec- 
ond because it makes for pleasant and 
happy employer and employe relationships 
to have men moving along, progressing, 
and in terms of their own respective abili- 
ties, succeeding in life. 

The process of training and promoting 
employes for supervisory and executive 
positions has been quite fully in the hands 
of management. While it has had its good 
points, it has had its unfavorable aspects 
as well. Salaries and wages have usually 
been based on merit or length of service, 
often without.tcegard to the relative value 
of various jobs. It has not been uncom- 
mon to find men working side by side on 
the same job with widely different pay. 
Raises frequently have been arbitrary, un- 
certain or granted under a demand from 
the individual. The initiative, cooperative- 
ness, productiveness and general merit of 
any individual employe has been subject 
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to greatly differing valuation by various 
supervisors. There is needed a better 
measure of individual merit on the job. 

At the same time, employes showing 
exceptional promise have been moved 
freely about the organization, given spe- 
cial assignments tending to develop their 
abilities and they have been promoted at 
will over the heads of older men in the 
organization. To the extent the manage- 
ment has taken pains to justify its actions 
and to point out the outstanding merit 
and qualifications of the “fair haired 
boys” particularly as an incentive to the 
rest of the organization, and to keep the 
way open to any man to make similar 
progress, the system has been successful. 
It has permitted development of employes 
by the management almost at will; that is 
to say, by whatever methods and means it 
saw fit best to accomplish this purpose un- 
der its own peculiar circumstances or 
problems. 

Now, as you no doubt are fully aware, 
a change is occurring, and in fact to a 
large degree has already taken place, in 
the relationship of the managements of 
business enterprises and their employes 
which alters the whole aspect of the prob- 
lem of selecting, training and developing 
the staff of the controller. I refer to the 
unionization of office employes and to the 
threat of unionization of supervisors. 

A few years ago most of us regarded 
the unionization of office employes as 
most unlikely. The intimate nature of the 
relationship between the management and 
the office employes seemed to preclude any 
such workers affiliating themselves with 
the rough and tumble labor element, so 
often identified by its goon squad tactics. 
To think or talk of supervisors in the 
same light as the burly members of a labor 
union would have been considered unreal- 
istic mental pessimism. Both the office 
workers and supervisors were traditionally 
known and regarded as part of the man- 
agement. In the past it has been they who 


kept the essential parts of the business 
alive in the face of strikes and labor 
trouble. 


WHAT UNIONIZATION MEANS 


Now, however, with complete union- 
ization of supervised office workers immi- 
nent and the threat of unionization of 
supervisors as well, let us consider some 
of the things that do, or may, happen: 


1. Every position has a specific rate—the 
particular job pays no more and no less, regard- 
less of the ability of the worker. 

2. Selection on the basis of merit no longer 
is possible but advancement of employes within 
the staff becomes a matter of strict seniority. 

3. Bidding by employes is required for va- 
cancites—a process which in each case may re- 
quire two or three weeks where operations are 
scattered—in the meanwhile the work fere- 
quently stands still. 

4. A requirement is set up that supervisors 
do none of the work which is designated as a 
supervised job. It goes so far as to stop a super- 
visor from helping a struggling clerk balance 
his books. 

5. Limitation is placed on the matters which 
the supervisors may discuss with employes. 

6. Provision is made against using other em- 
ployes in the office to help out in a department 
which is behind in its work. 

7. Temporary replacements for vacation re- 
lief become formal promotions with reversion 
to prior status at close of the period. 

8. An employe may not be permitted to make 
up at straight time, time taken off for his own 
purposes, such as personal business or death of 
a relative. 

9. The controller or supervisor may not an- 
nounce changes in staff or positions, except 
through union stewards. 

10. Payment on incentive basis is excluded. 
Payment on a production basis for machine 
work, such as card punching, is opposed by un- 
ion on the allegation of "speed up” and “sweat 
shop” methods. 


All of the foregoing are in addition to 
the requirements that all employes must 
be hired from a union hiring hall, or that 
all employes must, within a short time af- 
ter being hired, belong to the union and 
that all union dues must be collected for 
the union from the employes by pay roll 
deductions. 





] ee 


| 





IF UNIONIZATION COMES 


In his closing paragraph Mr. Clawson reminds today’s controller that “loom- 
| ing over the horizon is a challenge to produce a new set of plans for the devel- 
opment of his staff under conditions entirely different from those under which | 
he grew up in the business world.” Mr. Clawson, who presented this paper at | 
the recent Pacific Coast Conference of Controllers, in Los Angeles, gives a con- | 
cise catalog of problems encountered in a unionized department and recom- 
mendations for overcoming such problems. 


—THE EDITOR 
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Entirely aside from the problems of 
training and promotion that are involved 
it may be mentioned incidentally that the 
cost of check off, job bidding, and person- 
nel records required in connection with 
unionization has become a matter of con- 
sequence. 

The first inclination of most unions 
upon organizing the office force of a com- 

any or industry is to impose the same 
procedural methods in the contract as are 
customary in the operating departments 
or in the mechanical fields of labor, in- 
cluding particularly, straight seniority 
tules and bidding for job vacancies. 

Naturally, the management objects to 
these rules but the organizer for the union 
fully expects such objections; they have 
been encountered almost universally in 
unionization. 

The management and the union can 
slug it out and the chances are that the 
union will prevail. The management may 
settle down to a sullen acceptance and 
pethaps complain bitterly of the strait 
jacket into which the employes and man- 
agement are being forced by coercive un- 
jon tactics. It is often the case that all re- 
lationships commence at this point and 
labor relationships become a sort of run- 
ning feud between the management and 
the union representative. Needless to say, 
one can hardly look for efficiency or econ- 
omy and certainly not for enjoyable work- 
ing conditions where this situation pre- 
vails. From my observations, such a situa- 
tion is not uncommon. 

What the management may not realize 
is that a farsighted and foresighted ap- 
proach to the problem may bear start- 
lingly favorable results. 

What the organizer or union representa- 
tive usually does not recognize is that 
some of its rules, including straight sen- 
iority and job bidding, in certain circum- 
stances can cause him and the union just 
about as many headaches as they do the 
management. 

The successful union leadership recog- 
nizes that the continued existence of the 
union must be based either upon auto- 
cratic leadership or upon the goodwill and 
loyal support of its members. Even in the 
case of autocratic control, the union lead- 
etship finds its task much lighter and 
simpler if it has the goodwill and support 
of its members. Any rules or provisions in 
the contract that are not popular with the 
membership are sources of weakness to 
any labor organization. 

Management's hope is therefore to 
bring to light and emphasize unpopular 
Pfovisions which are mutually undesirable 
to the individual workers and to the man- 
agement. 

In further connection with the matters 
Which are mutually advantageous to em- 
Ployes, even though they are members of 
aunion, and to the management, the fol- 
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lowing observations are almost incontro- 
vertible: 


1. Well qualified office employes are willing 
to chance promotion on ability; they resent 
regimentation and seniority rules, and are irri- 
tated at being held in the same bracket as slow 
and less productive employes. 

2. The well qualified employes are looking 
forward eventually to supervisory and execu- 
tive positions. Any thing or any rules that will 
speed the realization of such aspirations are 
desirable and welcome to them. 

3. The majority of employes are in the fore- 
going class. The minority look upon the union 
as a source of security and a shield for their 
own lack of ability or lack of industry. 

4. The aggressive and well qualified em- 
ployes would like to work closely with the 
management and they tolerate the union only 
because they have faith in its effectiveness in 
securing overall higher wages. 


In the light of these conditions, it is 
possible that the answer to seniority and 
job bidding may be found in this ap- 
proach: 


1. Start from the proposition that what is 
beneficial to the union and employes is benefi- 
cial to the management. Sell that idea to the 
union representatives. Remove their suspicion 
of insincerity on your part. 

2. Convince the union representatives that 
shielding the slow disgruntled or lazy em- 
ploye at the expense of the good, intelligent 
employe is bad union business because the 
good employe will become aware of it and will 
seek to change the union leadership or to break 
away from the union. The more good men in 
the union membership, the stronger this point 
becomes. 

3. Provide effectively in the union contract 
for fitness for promotion as well as for sen- 
iovity. This is perhaps the crux of this particu- 
lar problem and it may hinge on several points, 
some of which are: 

(a) Recognition that the various phases 
of the work of the Controller's department, 
such as accounting, storekeeping, cashiering, 
credits, statistics, taxes, and such, require 5 pe- 
cial training and temperaments; that any par- 
ticular individual may or may not be suited 
to meeting the public, to analytical or other 
special types of work. 

(b) That the higher classifications of the 
controller's work require more than common 
fitness—in fact, special training background 
—and that seniority can only be used as the 
basis of selection among those who are defi- 
nitely qualified for the jobs. 

4. Establish a method or methods of ascer- 
taining on an impartial basis the fitness of em- 
ployes for various positions. The Company 
really wants to know, and the union representa- 
tive and members will want to be absolutely 
sure that the processes of selection are fair and 
unbiased. For this reason it is paramount that 
the methods of selection be safeguarded from 
any abuse by supervisors (and perhaps by union 
officers) and others. 

5. In lieu of bidding for jobs, have the union 
contract provide that all of the employes who 
are qualified for 2 vacant position be placed on 
a list, indicating each one’s experience, ratings, 
and length of service (seniority). This list may 
be furnished the union representative on the 
occasion of each promotion and should shou 
the management's selection for the position. It 
may or may not be the man with the highest 
seniority, and if not, the management must ex- 
plain the reason therefor. Final decision in each 
case, of course, will be subject to the union's 
agreement. 


In discussing the foregoing points, it 
may be emphasized, first, that normally 
the management will wish if possible to 








501 


promote on the basis of seniority, and sec- 
ond, that the union is in a vulnerable po- 
sition from several angles if it insists upon 
advancing an employe on the basis of sen- 
iority when his fitness is questioned and 
he subsequently fails on the job. 

If all employes were equal in ability, 
training, and productiveness, there would 
be no question but that seniority should be 
followed by the management in making 
its selections for promotion, except, of 
course, that where special aptitudes are 
required, a discriminatory selection is re- 
quired. This often appears inequitable at 
the time of individual promotions but for 
the long view almost inevitably turns out 
to be very much ia the employe’s interest. 
For example, a vacancy in a staff statistical 
position may occur. The first highest man 
in the department in point of service may 
be a man not strong in analytical work but 
very good in organizing and executive 
jobs. The second highest man in line may 
be ideal for statistical work. Without go- 
ing into any side issues that may be in- 
volved, it may well be that the first em- 
ploye by being passed over for promotion 
in this instance and temporarily losing say 
$25 a month pay increase, catches the next 
opening which ts right down his alley and 
goes on to a success he might not have 
attained if detoured to the statistical job. 

Referring to the vulnerability of the un- 
ion where it forces an employe by sen- 
iority into a position for which he is un- 
suited, a case in point occurred a few years 
ago. An employe, over the objection of 
the management, was moved at the un- 
ion’s demand into a top accounting job. 
A rush call for some data came through 
from the vice president one noon hour 
while the employe was on special duty. 
Because of his lack of accounting back- 
ground, the data was improperly pre- 
pared, resulting in a serious and embar- 
rassing loss to the firm. Errors of this na- 
ture are apt to happen, of course, even 
where the best qualified men are on the 
job, but the obvious possibilities in that 
regard are something to cause intelligent 
union leaders to hesitate in forcing 
straight seniority into the union contract 
covering office workers. 


SENIORITY PROBLEMS 


The fight to establish seniority in me- 
chanical trades as a protection against dis- 
crimination by management has been car- 
ried on by unions with such fervor that it 
carries over too strongly into the field of 
office workers and supervisors where spe- 
cialization changes the situation com- 
pletely. 

It is the job of the controller to con- 
vince the union representatives of the dif- 
fering conditions existing in his depart- 
ment and of the unwisdom of straight 
seniority rules, as well as to produce a 
substitute method for promotion of em- 
ployes that is above suspicion of ulterior 
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motives by management and in the best 
interests of the union leaders, the union 
members and the management. That such 
a method can be worked out is evidenced 
by the fact that it has been done and has 
been in successful operation in certain 
cases for several years with excellent man- 
agement results and amicable labor rela- 
tions. Because of the general lack of uni- 
versal union tactics and policies, it is 
likely, however, that unless each controller 
and every management take the lead in 
this situation a great portion of industry 
may find itself up against an unpleasant 
labor stalemate and its accounting opera- 
tions seriously hampered. 

One other comment about successful 
union relations may be in order. When a 
union is certified as the bargaining agent 
for the employes in the organization, 
there is usually considerable resentment 
and resistance existing among some of the 
employes as well as supervisors and execu- 
tives. This, of course, makes it difficult 
to proceed with business relationships un- 
der smooth conditions. Some of the em- 
ployes and supervisors may continue to 
hamper and obstruct the union operations 
and processes. The attitude of such indi- 
viduals possessing anti-union convictions 
is, of course, understandable but once the 
management has agreed to unionization it 
is only good business to play the game on 
that basis and all employes and supervi- 
sors must not only be brought to under- 
stand the bad effects of heckling the un- 
ion but also the real benefits to be 
achieved by cooperating and taking a 
lead in making unionization economically 
successful for the business. 

A cooperative attitude in the agreement 
with the union on the promotion of em- 
ployes is one of the first requirements for 
the management to get what it deems de- 
sirable. One of the side issues is the ap- 
pointment of shop stewards. The supervi- 
sors can ease their own problems tremen- 
dously by giving tacit encouragement to 
the better type of employes to accept po- 
sitions as shop stewards rather then to 
have such employes evade the jobs be- 
cause of the fear of stigma as union 
stooges, with the result that lower grade 
or disgruntled employes seek and get the 
jobs and thereafter continually needle the 
management over all kinds of minor 
grievances. 

Turning now to the problem of train- 
ing employes under unionized conditions 
and stimulating them to develop their 
abilities and productivity rather than to 
fall into the lock step of seniority advance- 
ment, it may be noted that this question, 
first of all, requires the establishment of 
a system of promotion based on other 
than straight seniority. For successful 
training, it is imperative to have an incen- 
tive above and beyond the seniority rules. 

As previously pointed out, the union 
leadership must make unionization attrac- 
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tive to the members or they will change 
leadership or abandon the union. An ac- 
counting employe is favorably impressed 
by the prospects of higher wages promised 
by the union but he is equally impressed 
with the prospect of some day being an 
accounting executive. If the union leader- 
ship says strict seniority must govern (ex- 
cept in out-and-out cases of unfitness— 
which are hard to prove), then the man- 
agement may point out the eventual re- 
sult: unqualified employes will rise to the 
top key positions and become bottle necks ; 
the management will be forced to go to 
the outside for supervisors and executives, 
with the result that the majority of the 
rank and file employes will rebel against 
the union or its leadership. This situation 
would be tough on the management but 
it would in the long run be tougher on 
the union. 


GAIN UNION AGREEMENT 


A far better approach to this situation 
is to have the union agree on fair qualifi- 
cations for advancement in addition to 
seniority. There may be various standards 
established. One set of standards is to re- 
quire that advancement of employes to 
certain positions be subject to their pass- 
ing stipulated examinations, and/or to 
having filled certain other junior prerequi- 
site positions. 

There is a broader aspect to this matter 
of general examinations than merely to 
test qualifications for specific jobs. It 
might well be assumed that any employe 
with an excellent accounting background, 
equivalent, let us say, to a C.P.A. or a col- 
lege graduate in business administration 
with an accounting major, could fill al- 
most any job at the top of the controller's 
staff, and this, I believe, is generally true. 
It is not possible, however, to hire at the 





Toward a Balanced Economy 


Prices on manufactured goods except 
of undesirable quality, are high in com- 
parison with previous levels—in retail 
stores, in distributors’ warehouses, and 
in process of manufacturing. On the 
other hand, there is practically full em- 
ployment—a job for everyone who wants 
to work. The public’s accumulated and 
current buying power is estimated at an 
all-time high. Whether the country’s 
abundance will back up and choke our 
economic machine, is the question that 
confronts businesses of every nature. 
Future price levels will be determined 
by many factors including competition, 
efficiency and volume of production, and 
Government fiscal policy. The natural 
assumption is that mass production will 
soon accelerate to the point where it will 
force lower prices on a great many kinds 
of manufactured goods, even though 
there is no reduction in wages or in 
prices of raw materials. If this develops, 
it should keep the channels of business 
open. 

Thomas B. Freeman 


President, Butler Brothers 











bottom of a unionized office all men of 
such caliber, much as it may be desired. 
As the technically trained and non-tech. 
nically trained employes move toward the 
top of the organization, it is essential that 
some specific test or hurdle be instituted 
to assure that the employes reaching the 
highest and most responsible accounting 
positions have the necessary technical ac. 
counting training to function Properly. 
Unfortunately, certificates from account. 
ing schools and even colleges cannot be 
entirely relied upon as evidence of tech. 
nical training. I have found many men 
with accounting certificates who virtual] 
did not “know” accounting and I have 
found men with a high school course of 
accounting and their own self teachin 
who were ‘“‘whizzes.” Beyond that, I have 
seen large accounting offices where fully 
half of the accounting clerks did not know 
the difference between a debit and a 
credit. 

With this indiscriminate mass of em- 
ploye ability moving in straight seniority 
toward the top accounting positions in the 
Controllet’s staff, there are obvious rea- 
sons for taking steps to bring the really 
qualified men into their proper places and 
to encourage the non-technically trained 
men to seek to improve themselves. 

To set up an accounting examination 
requirement it is essential to do at least 
these two things. 


1. Design or arrange the examination or 
examinations carefully in keeping with rela- 
tive demands of the accounting positions. For 
example, one firm uses an examination. de- 
signed to cover elementary accounting which 
is roughly the equivalent of a standard first 
full year course in accounting at a university 
or college. This is for positions which begin 
to require accounting knowledge and back- 
ground. An advanced examination, which might 
be said to be about two-thirds as difficult as 
a C.P.A. examination, is given for positions 
on the top accounting jobs where principles 
of consolidated income statements and balance 
sheets and similar items are encountered. A 
different set of questions and problems is 
given at each examination, but they are all of 
about the same comprehensiveness. They cover 
accounting principles and practices generally 
but do not involve the specific training te- 
quired for the positions for which they qualify. 

2. Have the examinations given by disinter- 
ested third parties. A C.P.A. firm, accounting 
school or reputable practicing accountant may 
be utilized. Applicants should use numbers in- 
stead of names and every other precaution 
should be taken to keep the examinations not 
only strictly fair and impartial but free from 
any suspicion of influence. 


As the worst wheel makes the most 
noise, so the least capable worker usually 
causes the union leadership the most 
trouble in hearing and satisfying his griev- 
ances. Here is one way of stopping some 
of that trouble. 

The establishment of a specific requite- 
ment with respect to general accounting 
training starts a mental growth and alett- 
ness in the accounting staff that affects 
favorably all of their mental attitudes and 
processes. The quality of work produced, 
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initiative and responsiveness definitely in- 
crease. 

Whereas efforts to induce employes to 
study accounting and other subjects by 
paying for courses, providing books or in- 
structors so often get nowhere, and cer- 
tainly under straight seniority advance- 
ment would seem hopeless, the examina- 
tion requirement stimulates employes to 
study on their own initiative and expense 
without encouragement from others. Some 
extremely interesting results in this respect 
could be cited. 

Employes who qualify by study and 
passing the examinations and then leave 
the organization for other positions almost 
invariably go to much better positions on 
the outside. This practice has the effect of 
giving the organization a high reputation, 
not only as a top class accounting depart- 
ment but as a developer of successful men. 
Employes and others realize that the name 
of the company on any future employment 
application is a desirable and valuable rec- 
ommendation. 

A requirement to pass an accounting 
examination before advancement to cer- 
tain higher positions has these salutary ef- 
fects: 


1. A prospective employe realizes that to 
reach the top of the organization he must, by 
then, be a bona fide accountant. Unless he is 
already technically educated along such lines or 
intends to so qualify himself, he will look else- 
where for employment. On the other hand, the 
accounting-trained man will look favorably 
upon the qualifying examination as a good bet 
for his own advancement. The process becomes 
selective from the start. 

2. Employes already in the lower ranks of 
the organization are on notice that they may 
not attain the top accounting positions by sen- 
jority alone; that they must in fact be account- 
ants and that there is established a clear test of 
whether or not they qualify as such. They have 
ample time to study and prepare while working 
toward the higher positions. 

3. Any employe who reaches a limit in his 
advancement because he is not an accountant or 
not qualified to go higher has a clear-cut an- 
swer set up by the union and the company. He 
tannot attribute his failure to progress to dis- 
crimination on the part of the management and 
he cannot become a source of annoyance to the 
shop steward or union representative. 


The suggestions here for special quali- 
fying examinations and training in con- 
nection therewith are not to be construed 
as part of the specific training on the job. 
The problem of teaching each employe his 
own individual job is, of course, another 
subject. Reference is made to methods of 
job instruction widely publicized during 
the war. Any up to date business, whether 
unionized or not, will naturally have 
adopted not only modern scientific job in- 
struction and training but will have com- 
pleted a study and rated its various jobs 
by a careful job analysis and evaluation. 

Furthermore, it will be recognized that 
8 to certain employes, such as female help 
in filing or similar positions, there prob- 
ably is no particular problem of training 
and promotion where it is not intended 
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or expected that such employes will aspire 
to the higher positions in the organiza- 
tion. It will often be necessary, however, 
to incorporate in the union contract pro- 
vision for the limitation on the promo- 
tion of such employes in connection with 
and on the basis of their seniority. Even 
here, however, advancement to top secre- 
tarial jobs, can become a severe headache. 


ALTERNATIVE BASIS 


If in the unionization of the office and 
accounting staff, it is not possible, as here- 
tofore suggested, to provide some method 
or procedure of selecting employes for 
promotion other than by straight seniority, 
it would appear desirable to adopt a pol- 
icy of employing trained, qualified super- 
visors from the outside sad of mechaniz- 
ing the office operations to a point where 
supervised clerks without technical ac- 
counting or business training could func- 
tion satisfactorily. This would eliminate 
the problem of unqualified clerks moving 
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into the top accounting jobs if it may be 
assumed that such positions would be non- 
unionized supervisory jobs completely 
within the control of management. An 
office organized and operating on this al- 
ternative basis, it seems to me, would be 
effective and no doubt economical but 
would lack the interest, the progressive- 
ness, the growth and the spirit which 
would be found in an office where the em- 
ployes are on their toes, consciously work- 
ing toward higher and ketter positions. 

As stated at the outset of this discus- 
sion, the old approaches to developing top 
accounting men, supervisors, assistant con- 
trollers and future controllers have be- 
come partially obsolete and, to a degree, 
ineffective under conditions of complete 
unionization of office employes. 

Looming over the horizon for the con- 
troller is a challenge to produce a new set 
of plans for the development of his staff 
under conditions entirely different from 
those under which he grew up in the busi- 
ness world. 


Depreciation Liberalization Sought 
by Machine Tool Firms 


Veto of the tax bill has stirred ma- 
chine tool and process equipment manu- 
facturers to obtain re-consideration of 
Treasury Department policies on depre- 
ciation of capital assets. Their efforts are 
largely concerned with obtaining a tfe- 
vision of Section 102 of Treasury regula- 
tions, they said. Tell Berna, general man- 
ager of the National Machine Tool Build- 
ers’ Association said, in commenting upon 
the drive, “If Section 102 had been in 
effect when Henry Ford started, the 
Ford Motor Company would never have 
amounted to much.” 

With the machinery builders and cap- 
ital goods producers opening a drive to 
reach new high sales and production rec- 
ords in 1948, action for revision of de- 
preciation allowances becomes more im- 
portant, it was pointed out. Mr. Berna, 
in a special statement to The New York 
Times, pointed to the immediate need to 
recognize the importance of tool obsoles- 
cence in revising tax policies. He said: 
‘Nobody can tell when any machine tool 
may become obsolete. Somebody may find 
a better way of doing the same job any 
tool is doing on the same job, tomorrow 
morning. 

“The average life of a machine tool 
in this industry is only seven years. If we 
are to be governed by the average, a ma- 
chine tool could be replaced by a newer 
model, with advantage, every seven years. 
The logical thing to do then is to recover 
the money invested in that machine tool 
out of the earnings of the first seven or 
ten years of its life, but the Treasury De- 
partment does not like us to do that.” 


In contrast, Mr. Berna explained, the 
expected life of machine tools in the mind 
of the Treasury Department, as listed in 
their booklet Schedule ‘‘F’, ranges from 
15 to 25 years, and the average is 20.7 
years. He said, “this we consider exces- 
sive.” 

Machine tool builders said that large 
companies, employing large staffs of well- 
known accountants, have a big advantage 
in protesting against Treasury Depart- 
ment rulings. But small companies, they 
said, cannot go to Washington and op- 
pose adverse depreciation rulings, and 
therefore appear to be handicapped by the 
decisions. 

These depreciation rules have an ad- 
verse effect on the market for machinery 
now, industry spokesmen said, because 
plant managers are reluctant to buy new 
machinery because of their uncertainty 
of being able to recover capital required 
to buy it in the first place. They said this 
uncertainty would be removed by bring- 
ing depreciation schedules into line with 
the actual plant operating experience of 
industry, based on seven to ten years’ 
life for modern tools. 


* * * 


I observe that there are two entirely 
different theories according to which in- 
dividual men seek to get on in the world. 
One theory leads a man to pull down 
everybody around him in order to climb 
up on them to a higher place. The other 
leads a man to help everybody around him 
in order that he may go up with them. 
ELIHU ROOT. 








Several years ago the president of a 
well-known manufacturing concern in- 
structed the treasurer to arrange to have 
a complete audit and analysis made of all 
insurable risks to which the plants and 
branches were exposed. Unfortunately, 
in this case he was “locking the stable 
after the horse was stolen’’ because the 
firm had just had a $200,000 loss at one 
plant which was uninsured. As a result, 
that year’s profits were reduced by $200,- 
000 and to this day certain minority stock- 
holders continue to bring this up as a 
criticism of company management. 

While the management of a company 
is expected to keep the insurance cost 
item of overhead to a minimum, it is 
also held responsible for carrying ade- 
quate and collectible insurance against all 
sources of possible loss which could ma- 
terially affect the company’s resources or 
profits. 

When a large loss occurs, top manage- 
ment wants to be assured that adequate 
and collectible insurance is being carried. 
The executive in charge of insurance can 
be on the spot when no insurance is car- 
ried, if the amount is inadequate, or if 
there is grave doubt whether management 
can collect because the policy contract is 
not properly drawn. 

It seems hardly fair of a company’s 
management to expect already heavily de- 
tail-burdened controllers, treasurers, or 
other persons responsible for the firm’s in- 
surance, to be fully posted on all of the 
new and changing developments in in- 
surance policies and rating plans, or to be 
capable of measuring loss probabilities 
and hazards in order to determine what 
risks shall be insured and to wha: extent. 

Audits of the insurance program of our 
clients in various kinds of businesses dur- 
ing and since the war years have dis- 
closed many policies which are not up-to- 
date, coverages which are unnecessary and 
excessive, and premiums which are higher 
than they should be. The high profits tax 
rates and managements’ preoccupation 
with labor, financial, and production 
problems undoubtedly have contributed to 
carelessness in the buying of insurance. 
Possibly because Uncle Sam was “paying 
most of the freight,” there grew up a 
tendency on the part of brokers and mu- 
tual insurance company representatives to 
advise insuring everything, and that to 
the limit. The buyer usually agreed, often 
because time did not permit discriminat- 





Adequate Insurance Coverage 
At Proper Cost 


By Herbert L. Jamison 


ing consideration and also because the 
cost after taxes seemed reasonable. 

Boards of Directors are beginning to 
question increases in the company’s insur- 
ance budget. Sometimes they expect the 
controller to cut down or eliminate insur- 
ance coverages in order to stay within a 
certain over-all premium total. Obviously 
this is not a wise procedure. All sources 
of possible losses which could materially 
affect the company’s resources or profits 
should be insured. Where savings must 
be realized, or where it is evident that 
insurance costs are too high, a careful 
analysis should be made of the entire in- 
surance program. 

A survey of exposures and an analysis 
or audit of contracts and premium costs 
frequently disclose substantial savings 
available by revision of present policies 
as well as by the elimination of unneces- 
sary policies on unimportant risks. Often 
such savings are sufficiently high to offset 
the cost of a broadened and more ade- 
quate insurance program. 

Once a policy has been taken out it 
frequently is renewed year after year with- 
out periodically checking whether or not 
the original need for the coverage still 
exists. Often the executive responsible 
for insurance (he may not be the one 
who originally ordered the policy) is 
fearful or superstitious about dropping or 
cancelling such insurance even though it 
appears justified in the light of present 
facts and conditions. 

Here are actual situations; they in- 
volve insurance agents and brokers as 
well as mutual insurance companies. They 
include cases where self-insurance was in 
effect or was recommended, cases pert- 
taining to Fire Insurance, Use & Occu- 
pancy, Compensation, Dishonesty, Group, 
Boiler and Machinery, and suggestions 
on how to keep and use your own pre- 
mium and loss records. 

An up-to-date plant appraisal is, of 


course, very desirable in order to be cer- 
tain that the correct amount of insurance 
is carried. Unless you have continuation 
appraisal service and readjust your insur- 
ance every year, it can be very costly, even 
under a partial loss within your policy 
limits, if your policies carry an 80 per 
cent. or other Co-Insurance clause. 

A recent check of the insurable values 
of ten large plants belonging to a certain 
client disclosed $7,385,000 wunderinsur- 
ance, even though property and machin- 
ery record values had been rechecked pe- 
riodically and percentage factors added 
to cover estimated increases in replace- 
ment cost. Their type of plant buildings 
at today’s prices would cost from $4.60 
to $5.63 per square foot to build. In two 
years, moulds had doubled in cost, and 
in a little over one year, certain feeder 
and other machinery costs had gone up 
80 per cent. 

If your property can qualify for the so- 
called “guaranteed or agreed amount 
clause’ available from the stock insur- 
ance companies, or is insured with Fac- 
tory Mutual Companies who usually do 
not require a Co-Insurance clause, being 
temporarily insured for less than 80 per 
cent. of present insurable values is not 
as serious as where the co-insurance clause 
applies. During this period of rising val- 
ues, policies without Co-Insurance clauses 
are preferable. 

Repairs and Replacement insurance is 
now available but, when endorsed on 
plant fire policies, a 100 per cent. Co- 
Insurance clause applies to the entire pol- 
icy, except for inventory. For example, 
when a plant, insured for $6,500,000 (80 
per cent. of depreciated replacement 
value) decided to change to the replace- 
ment basis, it had to increase its protec- 
tion by 25 per cent. of $6,500,000, or 
$1,625,000, plus $3,500,000 deprecia- 
tion. This resulted in a new total of $11,- 
625,000. The premium rate applied to 








| ECONOMY PLUS COVERAGE 


A careful survey of exposures to loss and a thorough analysis of policies car- 
ried and of coverages needed is recommended by Mr. Jamison in this paper 
which he delivered before a recent meeting of the New York City Control of 

| The Controllers Institute. The author, who heads his own insurance consulting 
| and brokerage firm, is a specialist in insurance audits. 
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the full amount so that the fire insurance 
cost was increased 78.8 per cent. in order 
that losses would be settled on a replace- 
ment rather than the customary depreci- 
ated basis. We feel that the present 100 
per cent. co-insurance requirement and 
full premium rates are somewhat unfair 
and take away considerably from the at- 
tractiveness of this coverage. 

Where the fire insurance on Finished 
Stock is written with a Selling Price 
clause, losses are settled on the basis of 
net selling price rather than cost price. 
We occasionally find that values filed 
under monthly or quarterly reporting pol- 
icies have not included the proper mark- 
up. This could lead to controversy in case 
of a loss and possibly a bill for premiums 
on the mark-up not reported since policy 
inception. 

A recent analysis of a Textile firm’s 
large floater policy covering piece goods, 
goods in process and finished articles dis- 
closed that in the monthly value reports 
to the insurance company, they applied 
the ultimate net selling price to all prop- 
erty at each contractor's location. A test 
at one location showed that instead of re- 
porting $131,055 (3,957 dozen at the 
sales price of $33.13 per dozen) they 
should only have reported $94,240. Set- 
ting up proper valuation formulae at each 
quarterly inventory date is expected to 
result in an annual premium saving of 
$16,000. Even though reports and pre- 
mium payments were based on final sales 
values, the policy clearly limited loss set- 
tlements on piece goods or articles in 
process to their value at the time of the 
loss. 

Those of you who insure with the Fac- 
tory Mutual companies may not be aware 


of the uptrend in the net cost of this , 


insurance during the past five or six years. 
On a plant insured for $15,830,000, the 
Mutual deposit rate in 1940 was 1.05 and 
the over-all dividend at that time was 
79.66 per cent. Today, the dividend is 
73.28 per cent. which means that the net 
cost of the insurance has increased 31.3 
per cent. in six years. This was notwith- 
standing that the insured had spent $3,- 
500,000 on improvements during the past 
three years, many of which made it a 
better risk than in 1940. To bring “the 
tate of cost” (net rate) back to the 1940 
level necessitated a reduction in the de- 
posit rate from $1.05 to 80c. We suc- 
ceeded in negotiating an 85c rate. 

It might pay you to compare the pres- 
eat mutual deposit rates with those 
charged 3 or 6 years ago and to request 
a teduction in rates, particularly if im- 
ptovements have reduced the insurance 
loss hazards in the meantime. 


Us—E & OccuPANCY INSURANCE 


This is an important basic coverage 
Where the amount to be carried depends 


on prospective earnings rather than pres- 
ent values as with fire insurance on build- 
ings, machinery and stock. 

The amount of the policy is usually 
computed in advance of each 3 or 5 year 
renewal. If you have policies with amounts 
established prior to V-J day and with one 
or more years still to run, it may pay to 
recompute your required amount on the 
basis of earnings anticipated for the com- 
ing year, particularly if a change from 
wat work and rising material and labor 
costs has substantially affected your 
profits. A Massachusetts manufacturer of 
machines and equipment used in plants 
on “direct war work” was carrying $27,- 
000,000 Use & Occupancy insurance in 
July 1945. A recomputation at that time 
showed $12,000,000 to be more than 
sufficient and the cancellation of $15,- 
000,000 saved 55 per cent. in premium. 

An Iowa food products manufacturer 
was catrying $2,700,000 under a policy 
paying 1/300th or $9,000 per day. A 
check last spring showed that their loss 
would be $16,000 per day for total shut- 
down and they could have collected but 
9/16 for partial shut-downs because of 
the clause in their policy which operates 
similarly to 100 per cent. Co-Insurance 
when shut-downs are less than total. The 
policy was increased immediately to $5,- 
000,000. A recheck about five months 
later showed that $6,000,000 was then 
needed due to a favorable change in the 
price of their principal raw material and 
the lifting of O.P.A. and C.P.A. restric- 
tions. 

A conference with their Chief Engineer 
and Purchasing Agent disclosed that 
without the top priorities enjoyed dur- 
ing the war, it would take from 15 
months to 2 years to replace most of 
their essential machinery. To be fully 
protected during a shut-down lasting up 
to 18 months, the $6,000,000 (based on 
a one year’s total shut-down) was in- 
creased by 50 per cent. to $9,000,000. 

If your Use & Occupancy insurance is 
on a one year shut-down basis, it may be 
wise to ascertain whether you too have 
vital equipment which would require 
more than 12 months to replace. 

Where desired, the Use & Occupancy 
policy can be extended to include the full 
hourly or so called ordinary payroll dur- 
ing a shut-down. This can be valuable in 
holding essential employees and is help- 
ful in maintaining Unemployment Insur- 
ance credits. Such payrolls may be in- 
sured for a 90 to a 365 day basis. Full 
payroll protection for 181 days cover only 
costs 14% more than for 90 days. If you 
are under a guaranteed minimum wage 
program, this coverage should at least 
equal said minimum. 

Where there are several plants, each of 
which supplies parts contributing to the 
business’ final product, the Use & Occu- 
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pancy should be figured on an over-all 
basis and covered under a blanket policy. 
Use & Occupancy insurance can also be 
extended to cover consequential loss of 
production (and profits) due to shut- 
down of your suppliers of essential ma- 
terials or parts as a result of fire or other 
insured peril. Such contingent coverage 
may also be extended to power cut-offs 
due to fire, explosion, or windstorm shut- 
ting down an outside plant, or lightning 
or windstorm destroying outside power 
lines. 


WORKMEN'S COMPENSATION 


This insurance is compulsory under 
most state laws. It usually represents one 
of the largest items of insurance expense. 
Although most of the rates charged by 
Stock and Mutual companies are pro- 
mulgated by Bureaus, subject to insurance 
department supervision, a great deal can 
be done to pe wt the direct and indirect 
cost of compensable industrial accidents. 

The rapid growth of cost-plus (retro- 
spective) rating plans has resulted in sub- 
stantial savings for hundreds of concerns 
with standard premiums over $10,000 a 
year as compared with non-retrospective 
standard premiums where the average or 
adjusted industry rates were used. Many 
former self-insurers have found it advis- 
able to relieve themselves of the detail 
and. bother of handling their own claims 
with possible employee-relation compli- 
cations by adopting one of the 4 retro- 
spective plans best suited to their par- 
ticular case. The following exhibit may 
be interesting in this connection. 


Retrospective Rating of Compensation 
Insurance in the U.S.A. 


1944 1945 
1936 Plan 11.6% 8.7 
Plan A 50.6 49.1 
Plan B 32.1 36.8 
Plan C 5.7 5.4 
Total No. of Risks 444 886 


Total Standard 


Premiums $12,179,853 $13,106,214 
Retro Premiums $10,100,311 $10,151,828 
Savings $ 2,079,542 $ 2,954,386 

17.02% 24.4% 


If you contemplate investigating retro- 
spective rating as applied to your prob- 
lem, be sure to carefully analyze past ac- 
cident frequency and costs and take into 
account the practical effectiveness to be 
expected of your plant safety program 
and the safety engineering service avail- 
able from the insurance company and 
brokerage organizations under considera- 
tion. 

Under the usual experience rating plan, 
the starting rates and premium are based 
on the previous 3 or 4 years’ losses in 
relation to the premium. Experience rat- 
ing applies even where you are under 
Retrospective rating. An experience rating 
charge adversely affects the basic charge 
under retrospective rating. 
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An upstate manufacturer’s 1944 rate 
was 13.4 per cent. above the industry 
rate compared to a rate of 27.9 per cent. 
below in 1941. This was notwithstanding 
a 6.3 per cent. drop in the industry rate. 
The 24.4 per cent. increase in their net 
rate meant a $12,600 higher premium in 
1945 assuming the same payroll as in 
1944. 

While this unfavorable change was due 
to an adverse ratio of losses to premiums 
in 1942 and 1943, it was aggravated by 
a preponderence of small claims. The 
N. Y. rating plan heavily penalizes acci- 
dent frequency in that it discounts indi- 
vidual claims in excess of $500, but in- 
cludes claims under $500 at full value. In 
this case the 22 claims over $500 totaled 
$68,040 and were discounted to $37,551. 
The 1180 small claims totaling $28,198 
were included in full. The claims under 
$500 represented 29.3 per cent. of the 
total losses but accounted for 42.9 per 
cent. in adverse rating weight whereas 
the large claims accounting for 70.7 per 
cent. of the losses amounted to but 57.1 
per cent. in the rating. An understanding 
of why high accident frequency is penal- 
ized more than the occasional large claim 
has been successfully used in enlisting 
plant superintendents greater cooperation 
in plant safety work. 

On this same policy (carried by one 
of the large Mutual Companies) a $6,200 
net overcharge was discovered in that the 
final year-end premium statement included 
a premium for occupational disease haz- 
ard which was already included in the 
basic compensation rates. 

Another interesting case involved plants 
in Missouri and Iowa. Both were under 
Retrospective rating Plan A. Had they 
been properly advised to go under Plan B 
they would have saved $8,610 more than 
they did under Plan A. In Missouri the 
starting rates included a 13.7 per cent. 
experience debit. A doctor was under 
contract at this plant and the insurance 
company included the yearly fee of $916 
in the medical losses reported to the Rat- 
ing Bureau. It became $1,151 in the in- 
sured’s starting premium and was fur- 
ther increased by 15 per cent. of $916 
or $137.40 under retrospective rating. 
The experience debit would have been 
only 7.8 per cent. instead of 13.7 per 
cent. and the premium cost $470 less if 
the insured had paid the $916 to the Doc- 
tor directly instead of the -insurance com- 


pany paying him. 
COMPREHENSIVE LIABILITY 


The Blanket Comprehensive policy has 
been the most important change in Pub- 
lic Liability coverages in recent years. Be- 
sides the convenience of having all Pub- 
lic, Products, Elevator and Contractual 
Bodily Injury and Property Damage li- 
ability exposures covered under one con- 
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tract, there is automatic coverage on un- 
known and hidden risks as well as ex- 
posures added during the policy term. Be 
sure that your policy will defend Execu- 
tives, Directors and Stockholders if they 
are named as defendents in suits against 
the company. 

Instead of paying a premium for Prod- 
ucts liability on the basis of sales, it is 
often more advantageous to do so on a 
payroll basis. 

Because of the generally favorable loss 
experience on Public Liability coverages 
carried by manufacturers, it is sometimes 
possible to effect substantial premium sav- 
ings by means of special eguity credits. 
Further savings may be available under 
over-all retrospective rating plans where 
all or most of the casualty insurance is 
carried with the same insurance company. 


DISHONESTY INSURANCE 


In recent years it has been possible to 
combine all of the following coverages 
under one policy contract: 


Fidelity of Employees 

Check Alteration & Forgery (including off- 
cers personal checking accounts) 

Robbery—Inside and Outside 

Safe Burglary 

Loss of or damage to Money and Securities 
(includes contents of Safe Deposit Boxes) 

Theft or Burglary of Stock and Supplies 


Some insurance and bonding companies 
include special features and apply lower 
rates than are available from others. Sub- 
stantial premium overcharges are fre- 
quently discovered which appear to be 
due to carelessness on the part of brokers 
and insurance company representatives in 
not clearly and completely analyzing all 
exposures and correctly applying the un- 
derlying rate in arriving at the ultimate 
premium. 

Most of the insurance company job 
classifications, upon which the largest part 
of the premium (fidelity) is based, have 
been found to be too general. The ap- 
plication of a special questionnaire classi- 
fying rateable employees by duties rather 
than positions has invariably produced 
substantial premium savings. One promi- 
nent company with 3500 employees saved 
$1,500 (30 per cent.) on their $5,000 
fidelity premium by using this question- 
naire. 

In June 1945, Fidelity rates were cut 
15 per cent. and the maximum credit for 
no losses or good experience was in- 
creased from 25 per cent. to 40 per cent. 
A 16% per cent. discount was also al- 
lowed on three year policies, making the 
total available savings over 55 per cent. 
Was your bond cancelled and rewritten at 
that time ? 


BoILER AND MACHINERY 


This form of insurance is one of the 


least understood by the executive in 
charge of insurance, unless he happens 
to be an engineer. Few agents and brok- 
ers seem to have a good working knowl- 
edge of this insurance, particularly of the 
various methods of rating following the 
rate wat between three groups of insur- 
ance companies a few years ago. 

It is one place where controllers, treas- 
urers and insurance managers commit 
their firms for large and frequently un- 
necessaty expenditures. Due to the engi- 
neering angles they are at a disadvantage 
in deciding which types of equipment are 
to be insured and the scope of Use & 
Occupancy coverage needed. 

A New England manufacturer recently 
saved $9,500 a year by reducing and elim- 
inating costly Use & Occupancy insurance 
on boilers, water turbines, generators, 
pumps, motors and switchboards, etc., 
which did not need to be insured. They 
had five boilers of a type which were 
not likely to damage adjacent boilers if 
one boiler let go. Two boilers were suffi- 
cient for heat and power in the severest 
winter weather, so boiler Use & Occu- 
pancy was unnecessary. They were pur- 
chasing 50 per cent. of their power from 
a Utility Company which could be in- 
creased to 100 per cent. if anything 
happened to their water wheels, genera- 
tors or exciters. While the extra cost of 
buying outside power was more than gen- 
erating their own power, the difference 
was very slight in comparison with the 
cost of machinery Use & Occupancy cov- 
erage, and was an expense which could 
readily be self-insured. 

At another mill owned by this same 
company, boiler and machinery Use & 
Occupancy was found to be unnecessary 
for similar reasons. By revising the in- 
surance to provide property damage cover 
only on all important equipment (where 
the insurance company’s inspection serv- 
ice was advisable) and limiting the Use 
& Occupancy to several bottleneck opera- 
tions, there was a yearly premium saving 
of $4,722. 

An Iowa manufacturer was paying 
$16,000 a year for what he believed was 
essential (and adequate) boiler and ma- 
chinery insurance. However, he was seti- 
ously underinsured on the turbo-genera- 
tors with a $9,000 daily indemnity instead 
of the $16,000 per day which would have 
been lost if a shutdown had occurred. In 
this case there were no outside power fa- 
cilities. This company collected over $200,- 
000 a few years ago when a new 3500 
KW steam turbo-generator let go, in 
view of which it was surprising to find 
that a periodic checkup of the Use & Oc- 
cupany requirements had not been made. 

At a New England woolen mill, we 
recently found that the premium grada- 
tion discount had been omitted on an 
endorsement adding some new equlp- 
ment. The extra premium charge of $1,- 


XUM 





300 1 
count 
this s 
obtait 
$1,20 
prem: 
eight 
$7,50 
by no 
low r 
this ¢ 
a Mu 


Th 
divid 
comp 
of nc 
subjec 
vision 
more 
can CC 
panie: 
group 
for a 
ance 
ance ( 
are if 
suran 
loss 
claims 
whate 
comps 
ticulas 

(a) 
of th 
are fz 
rating 
sidera 
panies 
reasor 
betwe 
the n 
freque 
suranc 
tion s 
ilar ri 

Al 
250, © 
life p 
which 
loss. ' 
up to 
ous 2( 
increa 
cent t 
bution 
from | 

In | 
years 
experi 
The 
that a 
high | 
25 pet 
cient, 

A 
3,700 
ratio ¢ 


Dens 
rok- 
owl- 
the 
the 
sur- 


ver 
1ere 
erv- 
Use 
era- 
ing 


ring 
was 
ma- 
eri- 
era- 
ead 
ave 

In 

fa- 
00,- 
500 

in 


find 
de. 
uda- 


an 
uip- 
$1,- 





XUM 


300 was reduced by $401 when the dis- 
count omission was brought to light. On 
this same policy the broker had failed to 
obtain a premium gradation credit of 
$1,200 on the original $7,800 3 year 
remium. On another policy covering 
eight mills, the insured lost a possible 
$7,500 premium saving over three years 
by not cancelling and rewriting at the old 
low rates available up to July 1, 1944. In 
this case the insured dealt directly with 
a Mutual insurance company. 


Group INSURANCE 


This is one form of insurance where 
dividends in the case of participating 
companies, or rate reductions in the case 
of non-participating companies, are not 
subject to bureau or rating board super- 
vision. Also the group companies can be 
more independent with the insured than 
can compensation or other insurance com- 
panies as one usually cannot transfer 
group insurance to some other company 
for a lower cost. As most of this insur- 
ance is handled directly with the insur- 
ance companies or their agents, the buyers 
are inclined to accept whatever the in- 
surance companies tell them about their 
loss experience and reserves on open 
claims, and to accept without question 
whatever rate reductions or dividends the 
companies decide to grant on their par- 
ticular policies. 

(a) The basic rates charged by most 
of the large group insurance companies 
are fairly standard, but the experience- 
rating and dividend procedures vary con- 
siderably. We have found no two com- 
panies alike. Fundamentally, there is a 
reasonable retention factor which varies 
between policies and which is based on 
the number of lives, the loss ratio and 
frequency, the number of years the in- 
surance has been in force, etc. This reten- 
tion should not be very different on sim- 
ilar risks, but it often is. 

A New Jersey manufacturer employing 
250, over a six year period had paid group 
life premiums totaling $12,000 against 
which there had been only one $1,000 
loss. When the matter was properly put 
up to the Insurance Company, the previ- 
ous 20 per cent. experience discount was 
increased to 30 per cent. This was sufh- 
cent to wipe out the firm’s entire contri- 
bution and permit waiving contributions 
from the employees for one month. 

In another case, the loss ratio for 10 
yeats was 61 per cent. with an over-all 
experience discount of only 10 per cent. 
The insurance company was persuaded 
that a retention of 29 per cent. was too 
high and the discount was increased to 
25 per cent. at a $926 yearly saving to the 
cient. 

A Niagara Falls manufacturer with 
3,700 insured had an eleven year loss 
ratio of 65 per cent. Dividends averaged 
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13 per cent. which meant that the in- 
surance company has retained 22 per cent. 
This was too high for a risk of this size 
and period of experience. The Insurance 
Company increased their dividend to 44 
per cent. and reduced the future retention 
ratio to 15 per cent. The resulting sav- 
ing nearly offset the employer’s entire an- 
nual contribution. 

Another manufacturer with 2,000 em- 
ployees insured for $4,000,000 had a 47 
per cent. loss ratio over 7 years. The in- 
surance company retention of 32.3 per 
cent. was far too high. A substantial rate 
reduction was negotiated. The $4,000 sav- 
ing wiped out the firm’s cost and pro- 
vided a 10 per cent. claim bonus in lieu 
of reducing the employees’ monthly cost. 

In another 900 life case, the insurance 
company over a 22 year period had re- 
tained 16.7 per cent. The over-all loss 
ratio was 58 per cent. and dividends had 
averaged 28.3 per cent. On a policy with 
this number of lives, loss experience and 
length of coverage, a retention of 14 per 
cent. should have been ample. The in- 
surance company should have paid $6681 
more refund than it did at the last policy 
anniversary. 

This policy carried the old total and 
permanent disability clause. As is cus- 
tomary with such coverage, a reserve is 
included in the latest year’s losses to cover 
possible delayed disability claims. In this 
case, the reserve amounted to $10,468. 
Had the actuarial formula used by two 
other comparable group companies been 
applied, the reserve would have been 
only $6,000. The $4,468 difference was 
a further saving this policyholder was en- 
titled to. 

(b) Savings of from 1 per cent. to 2 
per cent. of the gross premium are fre- 
quently available if the so-called ‘‘short 
method of accounting’”’ between the pol- 
icyholder and insurance company is 
adopted. This method saves detail and is 
less bother for the policyholder as well 
as for the insurance company. 

By 1944 a large chain store company’s 
group life policy on 1200 employees to- 
taled $8,000,000. In 1931 their insurance 
company had agreed to operate on a 10 
per cent. retention basis which was un- 
usually low at the time. The short method 
of accounting was suggested and adopted 
and the insurance company reduced their 
retention to 8 per cent. The $1,350 re- 
sulting saving on the premium as it was 
at that time has increased to more than 
$4,000 by reason of the insurance hav- 
ing since been extended to cover thou- 
sands of additional employees. 

Another midwestern manufacturer had 
10,000 employees insured under a broad 
group plan providing Accident and Sick- 
ness, Hospital and Surgical benefits as 
well as Life. They were able to save 
$9,000 a year on a total standard pre- 
mium of $500,000 by adopting the short 
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method of accounting. There were worth- 
while indirect savings in employees’ time 
throughout the organization due to the 
reduced detail under the simplified plan. 
One clerk at a cost of $1,800 was all they 
had to assign full-time, to handling group 
insurance detail under the new arrange- 
ment. 

(c) The insurance company’s over-all 
retention is lower and the policyholder’s 
cost is thereby less where as many of 
the group coverages carried as possible 
are combined with one company. If the 
life is carried with one company and the 
average premium per employee is $10, 
the insurance company’s overhead cost per 
employee is not increased if the premium 
is increased to $20 because accident and 
sickness or hospitalization benefits are 
added. When these coverages are placed 
with another company, the overhead is 
obviously doubled. 

By insuring the accident and sickness, 
hospital and surgical and medical reim- 
bursement benefits with the same com- 
pany as had been carrying their Group 
Life insurance for 20 years, a manufac- 
turer with 2,000 insured employees had 
the group life retention of 14 per cent. 
reduced to 1014 per cent. On $200,000 
of total standard premium, this saved the 
policyholder $7,000 a year. Most of this 
saving would have been lost had all or a 
large part of the new coverages been 
placed with some other insurance com- 


pany. 
SELF-INSURANCE 


It seldom pays to self-insure where 
there are likely to be recurring claims in 
various states and where the investiga- 
tion and claim service can be much more 
effectively handled by an insurance com- 
pany. 

A large manufacturer with operations 
confined principally to one state and with 
an efficient plant hospital, Doctor and 
Nurse set-up can often benefit by self- 
insuring its Workmen’s Compensation. 
However, such firms usually have an in- 
surance company on their out of state 
branches, offices and sales organization. 

A large cement manufacturer had suc- 
cessfully self-insured all of its Compensa- 
tion on plants in 8 states. A loss reserve 
of hundreds of thousands of dollars in 
securities had been accumulated from es- 
timated premium savings over 20 odd 
years. An excess insutance policy to cover 
losses between $10,000 and $50,000 was 
also carried. 

From 1937 to 1943 the industry rates 
in all 8 states had dropped an average of 
over 30 per cent. so that their insurance 
department's report of savings was found 
to be incorrect as the self-insurance cost 
was compared with the higher industry 
rates of 1937. Due to several fatalities in 
New York, the industrial commissioner 
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was demanding $10,000 in additional se- 
curities bringing their self-insurance de- 
posit in that state up to $55,000. 

To get away from what was believed 
to be the New York Labor department’s 
prejudice toward self-insurers and to get 
the benefit of an insurance broker’s advice 
and insurance company’s safety engi- 
neering service, the two plants in New 
York were transferred to an insurance 
company. Even though the actual loss ex- 
perience for three years would have justi- 
fied a 22 per cent. charge under the N. Y. 
Experience rating schedule, these plants 
were added to an insurance policy cover- 
ing the New York office and salesmen at 
a 13.2 per cent. experience credit. 

This same manufacturer also had a $1,- 
000,000 fund built up over a 19 year pe- 
riod by self-insuring Fire insurance on 
their 15 plants. It was accumulated from 
the difference between the original insur- 
ance company premiums reserved each 
year and incurred losses. 

The 1943 100 per cent. insurable val- 
ues totaled $45,643,000 compared with 
$15,104,000 in 1924. An inspection of 
all plants showed that, during the 19 
years, the plant managemens had not kept 
up with the advances made in fire preven- 
tion techniques and that losses up to $2,- 
000,000 and even $3,000,000 were pos- 
sible at several of the plants. It was 
decided to transfer $35,000,000 of the 
risk to a large group of insurance com- 
panies. The annual cost was about $27,000 
to start with. This was since reduced to 
less than $25,000 after several serious 
fire loss hazards were corrected. 

When this company resorted to self-in- 
surance in 1924, they were paying $60,- 
000 a year for $13,104,000 fire insurance 
on 13 plants and $6,100,000 tornado in- 
surance on 4 plants. Today they are get- 
ting more than twice the coverage for less 
than half the cost with full Windstorm, 
Explosion and the other extended cover- 
ages on all plants. Their chief engineer 
now submits all plans on plant changes 
to the Insurance Companies’ engineering 
department and in his opinion their ad- 
vice and inspection service alone are worth 
a large part of the $25,000 yearly pre- 
mium. 

While it was recommended that they 
discontinue self-insurance on the large 
plant exposures because one loss could 
more than exhaust the $1,000,000 re- 
serve, many other low valued dwellings, 
patterns in foundries, and such, which 
were being insured could well have been 
self-insured in the future. 


RECORDS OF PREMIUMS AND LOSSES 


An essential in the efficient control of 
Insurance Costs is the maintaining of 
premium and loss records on each major 
kind of insurance carried. Such records 
can be very helpful in negotiating re- 
newals. They are particularly important 
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Overhead Cost Fallacies | 


Modern business thinking has | 
| come a long way from the fallacies | 
| tied in with overhead costs and vol- 
| ume. It is now recognized that over- 

head is only one element, often a 

minor one, in the operation of a 

competitive, free enterprise busi- 
| ness. Of course, overhead can be 
| saved, but at a cost that frequently 

outweighs the saving. | 

Present thinking stresses the | 

analysis of markets, of consumption | 

and demand trends as far more vital | 

than pursuit of volume for the sake | 
| of overhead savings. It is recognized 
| that consumption at the retail level 
| governs demand and finally produc- 
tion. To disregard consumption is | 
to invite losses that far offset any 
possible gain on overhead. These 
losses are two kinds: 

First, the loss from accumulation 
of goods which do not meet cus- 
| tomers’ requirements, which become 
| obsolete when the buying movement 

or season ends. Both the industry 
| and the general public welfare are 
| hurt by such economic waste. 

Second, and most important, 1s 
the loss of a minimum profit margin 
essential to keep business afloat. 
What can scuttle an essential op- 
erating margin more quickly than 
the overhanging pressure of unnec- 
essary, obsolete, or unwanted 
stocks? That condition is not only 
| bad for the producers; it is a dis- 
service to customers who want rea- 
sonable stability and satisfied sup- | 
pliers. | 
| It may be difficult to realize the | 
| importance of these considerations 
in the heat of an upward swing in a 
buying movement. But, when the 
atmosphere turns sour, as sooner or 
later it must, the critical moment 
arrives. At that point, if stocks sud- 
denly become excessive, profit mar- 
gins disappear. What is worse, the 
malady lingers on. Consequently, 
the sacrifice of future operating 
| margins is certain to be far greater | 
| than any saving achieved on over- | 
| head when the going seemed to be 
| 
| 


good. 
Irving R. Glass, 


Executive Vice President, 
Tanners’ Council of America 











on policies subject to cost-plus or other 
special rating plans. They also show 
whether or not the insurance companies’ 
profits on your account are unreasonably 
high. 

The card for each coverage to be re- 
corded should show the yearly and cumu- 
lative record for, say, ten years. Total 





net premiums and losses should be posted 
each year; the losses to be recorded as 
paid, incurred but not paid, and total 
paid and incurred. A_ special nota. 
tion should be made o% all large and un. 
usual losses as they ought to be consid- 
ered separately and not held against your 
experience for the full amount. 

On policies such as Compensation and 
Public and Automobile liability where 
substantial reserves are usually set-up for 
open claims, the final settlement on all 
such claims should be followed up peri- 
odically and each year’s total losses and 
ratio of losses to premiums, adjusted ac- 
cordingly. 


CONCLUSION 


In addition to the foregoing, there are 
numerous other ways in which insur- 
ance programs may be advantageously te- 
vised both as to coverage and cost. Much 
can often be done in connection with Au- 
tomobile insurance which is one of the 
basic coverages. Also, the use of Deduc- 
tibles is frequently advisable on certain 
forms of insurance. 

The attainment of economy and com- 
pletely adequate coverage in an insurance 
program can only be realized after a 
careful survey of exposures to loss and a 
thorough analysis of the policies carried 
and coverages which may be needed. This 
can usually best be done by trained and 
unbiased experts. 


Sixth Federal Tax Institute 
Scheduled for November 
The sixth annual Institute on Fed- 
eral Taxation, sponsored by the Divi- 
sion of General Education of New 
York University, will be held Novem- 
ber 12-21, 1947, at the Barbizon Plaza 
Hotel, New York. Information about 
the* sixth annual Institute in Federal 
Taxation may be obtained from Dean 
Paul A. McGhee, Division of General 
Education, New York University, 
Washington Square, New York 3. 


Slums Worse in Small Cities 

Although slums and blight are usu- 
ally associated with metropolitan areas, 
smaller cities have a relatively greater 
problem. In 1940 three fourths of our 
population lived in cities having more 
than 50,000 inhabitants and in the sut- 
rounding metropolitan districts. Nearly 
29 per cent. of the 23.7 million dwelling 
units in urban areas were located in con- 
centrated slums and blighted areas includ- 
ing isolated sub-standard blocks. In met- 
ropolitan districts generally, only 26 per 
cent. of the 18.2 million dwellings were 
in concentrated areas of slum and blight. 
In urban places outside metropolitan dis- 
tricts, 2 million units were in such areas, 
or 36 per cent. of the total of 5.5 million 
units, declares “America’s Needs and Re- 
sources.” 
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Preserving the Integrity of Equity Capital 
































































pes By H. T. McAnly and Wm. T. Sunley 

onsid- 

t : ‘ 
eC —_—_— = ] able for economic changes develop in the accounting system as if 

; they were profits available for distribution. 

n and Introducing the effect of economic changes in the de- y P 

where | termination of final profits which are available for distri- Evvucrs oF “thei 

P “ | bution without impairment of capital. 

on : 

| vet aaa ae One of the widely misunderstood effects of changing dollar 

3 and a values is the inroad made on capital by the fall in the value of 


ed ac- It is the purpose of this article to show how the retention of the dollar, sometimes conveniently termed “‘under-investment.” 
large surpluses and surplus reserves, together with large cash _In this article, we will discuss and illustrate how such under-in- 
balances may be adequately justified, not by contingencies that  vestment can affect the financial position and how it may lead to 
may occur in the future, but by economic changes which have al- unwise decisions in the payment of dividends and in the pricing 
ready occurred in the past and are not now fully reflected in the policies for products sold. Furthermore, the discussions and il- 


pall. accounts and financial statements of many corporations and pri- _ustrations will show that when the determination of net profit 
rape vately owned businesses. includes the effects of undet-investment, amounts which might 
Mech Today corporate profits are the battleground of labor, stock- ordinarily appear as accumulated surplus and possibly therefore 
h ‘ha holders and the advocates of price reductions, each clamoring for be subject to surtax under Section 102 of the Internal Revenue 


f the | a larger distribution, or reduction of such profits and the direc- Code become definite additions to capital and properly retainable 
tion of such distributions toward either wages, dividends or ' the business. 


tins’ price reductions, depending upon the respective viewpoints. ‘ There is a setious fallacy a — in sare - ef- 
The advancing force of increasing prices is exerting pressure ects of under-investment. In a period of rising price levels (or 

com. | upon all of these groups, who in turn are transferring that conversely, when the dollar value is falling) there is likely to be 
pressure to management. an impression that a company is benefiting because its fixed as- 

Wes In addition there is now the ever-present threat of the special we such as oa machinery = ee is 
aks fae on the. accumulations of surplus because of section 102 of * OWES PIKE Wvel—ere how ee ae ee 


shown in the accounts. For example, machinery acquired in 
1935 with dollars of that year, may now be worth many more 
dollars of the 1947 level. If the company were going to sell this 
machinery in 1947 there might be some merit in such a view- 
point, although even that is subject to certain limitations as we 
shall see later, but if the corporation is going to use the ma- 
chinery in producing products which it sells, the rise in price 
level affects the capital of the company adversely. 

Let us see why this occurs. From the money received by the 
company from the sale of the products of the machine, the com- 
pany is in the process of recouping its investment in the ma- 
chine. To make this specific, let us assume that a company pur- 
chased a machine in 1935 for $1,000; that the machine is 
discarded in 1947 and scrapped without salvage value; and that 
the monetary index! in 1947 is 180 as compared with 100 in 
1935—in other words, that the dollar of 100 cents of 1935 is 
worth 55 cents in 1947. 

If the company completes this recoupment of $1,000 in 1947, 
it is evident that it has not gotten back equivalent purchasing 
power for its investment. It would be necessary for the company 


atried | the Internal Revenue Code. 

. This Under such circumstances it may be well to take stock of such 
1 and | profits realistically and examine the realities of their actual avail- 
ability for the uses indicated. 

The accumulations of undistributed profits, commonly called 
“Earned Surplus,” and the determination of current profits are 
based on the present accounting concept of profits. Conventional 

Fed. | accounting is an accounting for dollars, without regard to their 
Divi- | tlative qualities. The 1935 dollar and the 1947 dollar are the 
New | same in accounting—equals of each other. Conventional ac- 
svem- | counting does not now give effect to any difference between dol- 
Plaza | Jats regardless of their values. 
about Machinery purchased with 1935 dollars is expressed in the 
,deral | accounts as dollars along with machinery acquired with 1947 
Dean | dollars, with no distinction between the value—or purchasing 
neral | power—of the two different types of dollars. — 

-rsity, This fact is not new. It has long been recognized by account- 
ing authorities. Provisions for giving effect to such economic 
changes, however, have not been introduced into the framework 
of the accounting concept of profit, as based on generally ac- 
cepted accounting practices, and it is not the purpose of this 





Bie article to advocate that they necessarily should be so included. jy, —_? ie a page iene Speed sais acta cpataalon a4 
reatet | but it is the purpose of this article to point out that regardless 
. on ¢ ppaer such rigege sree = aes or ipso ‘Stepan = <= 
tom the framework of the accounting determination of profit, n fs 
es their effects should be recognized by management so that they TIME TO “TAKE STOCK 
learly | ™Y be taken into consideration in formulating future financial Now is the time, the authors of this article urge in 
elling policies and in negotiating matters affecting a company’s finan- their concluding paragraph, for the business man 
con: J “al planning. meee Sap es _ “through the medium of an economic-accounting survey, 
clud- | 1 some cases management, instinctively recognizing in a gen- to determine the effects of the economic changes of 
met- | tal way some of the adverse effects of changing dollar values, the past decade on his financial condition, and the fu- 
6 per has retained a large portion of current profits in the business, ture steps necessary to guide his business through the 
were | Metimes setting them aside in various reserves for general | present day complications.” Mr. McAnly, resident part- 
light. contingencies, but usually without an organized method of meas- ner of Ernst & Ernst, Chicago, and Mr. Sunley, a C. P. A. 
1 dis § “tng the amount or of designating the specific purpose of such | and consulting accountant of Chicago, have provided 
areas, 9 “Stves and retained profits. In addition, the effect of these eco- | solid fare for thought and discussion in this paper. 
illion § *Mic changes on capital may be readily overlooked in the cost- | 
1 Re- ¥ 8 and pricing of products, or, if not overlooked, may be so | —THE EDITOR 
handled in the accounts that amounts that are properly reserv- | ME ee Me Te atiaiainiiadial 
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to recoup 1800 of the fifty-five cent dollars in order to get back 
the equivalent of the thousand 100 cent dollars it invested in 
1935. In fact, the fall in the value of the dollar has made an in- 
road on the company’s capital, which inroad must be made good 
before any profit, after giving effect to economic changes, can 
result from the money received from the sale of the products 
produced by the machine. 

This inroad becomes more apparent if the company attempts 
to replace the machine with a new one. With the dollar falling 
to fifty-five cents the company will find that the new machine 
will cost $1800, or perhaps even more. 

Let us digress for a moment and consider what might have 
occurred if a similar machine were sold instead of being used 
up. Suppose that this machine that cost $1,000 in 1935 was sold 
for $560 when it had been in use for half of its life, that is, in 
1941. And let us suppose that the monetary index at the time of 
the sale was 120. 

Under the conventional accounting method using straight line 
depreciation, the company would have recouped $500 of its 
capital from the money received from the sale of its products 
during the first six years of the machine’s life, and the asset 
would stand in the accounts at a net value of $500 (cost 
$1,000, minus depreciation $500). Since the machine was sold 
for $560 the accounting concept of the profit made would be 
$60. On the other hand, if we introduce the relative value of the 
dollar, we will see that in order to get back its capital in equiva- 
lent purchasing power, the company would need to have recov- 
ered $600 from the operations prior to the sale and another 
$600 from the sale of the machine in 1941. Giving considera- 
tion to the integrity of the capital, we see that the company ac- 
tually lost $40 in the sale instead of making a profit of $60. 

We can now readily see why there may be a fallacy in the 
viewpoint that merely because prices have risen the company’s 
assets are worth more, even when such assets are sold at what 
appears to be a profit. 

Now let us turn back to our general consideration of under- 
investment due to the gap made in capital by the fall in the 
value of the dollar. The fall in value of the dollar applies to all 
equity capital invested in the business—both working capital 
and the investment in fixed assets. 

The use of last-in, first-out method of inventory pricing is a 
practical approach toward providing for under-investment in net 
working capital resulting from the fall in value of the dollar, 
since price fluctuation is not recognized in the valuation of the 
normal amount of inventory. Thus, if ‘Lifo’” is adopted at the 
inception of the business, to the extent that normal amount of 


inventory equals the net working capital, the investment therein . 


is frozen at dollar values applicable to the date of original in- 
vestment. The current inventory value of the investment in in- 
ventory has not been permitted to distort profits due to fluctua- 
tions in the value of the dollar. 


RECOUPMENT INVOLVING FIXED ASSETS 


There are two alternative methods of recouping the under-in- 
vestment applicable to fixed assets. The first method views the 
capital as linked to the asset in which the capital is invested, and 
in accordance with this viewpoint the recoupment is made over 
the period of the useful life of the asset. For example, if the 
capital is invested in a machine with a useful life of ten years, 
recoupment may be made on a basis of ten annual installments, 
following the method used for providing for depreciation, or re- 
coupment of the dollars originally invested. In fact, this method 
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of providing for recoupment of under-investment is so akin to 
depreciation that adherents of this method usually refer to it as 
an addition to the regular depreciation charges. The amount of 
the gap in the capital resulting from the fall of the dollar is dj- 
vided (at any given balance sheet date) into two segments, the 
first of which represents the amount applicable to the expired 
portion of the useful life of the asset—which amount is charge. 
able to the operations of the period or periods prior to the bal. 
ance sheet date; and the second portion of which represents the 
amount which has been deferred as a charge against the future 
operations during the unexpired portion of the useful life of the 
asset. Since the amount of the under-investment changes from 
time to time in harmony with the changes in the monetary in- 
dex, adjustment must be made periodically, both of the amount 
of charges to past operations and the amount of the deferment 
at any balance sheet date. 

The second method of providing for the recoupment of the 
under-investment views the gap in the capital caused by the fall 
of the value of the dollar as a loss in capital to be recouped dur- 
ing the period when the fall occurs. Under this method the full 
amount of the gap is chargeable to past operations and no 
amount is deferred to future operations. 

The first method is similar to basing depreciation charges on 
the cost of replacement although recoupment of capital need not 
necessarily contemplate actual replacement. Probably the best 
method of isolating the principle underlying the recoupment of 
under-investment is to consider an illustration which is over- 
simplified and condensed so as to avoid the confusion of the 
complications which are present in most business structures. 

For our example, let us assume that a company is organized 
with $1,000 capital paid in cash; that the machinery is pur- 
chased for $1,000 immediately upon organization; that the ma- 
chinery operates for ten years and at the end of that period is 
discarded without salvage value; that the operations of the com- 
pany are conducted on a cash basis in such a manner that it has 
no accounts receivable or accounts payable or inventory at the 
end of each accounting period. Of course, this last condition is 
an over-simplification as mentioned previously, although it 
might be approximated by a company whose operations con- 
sisted solely of machining materials furnished by its customers, 
and whose cash receipts from sales preceded its pay rolls and 
other expenses. 

Under conventional accounting, using a straight-line deprecia- 
tion method, the company would set aside a fixed percentage 
(using 10 per cent. in this example) of the cost of the machine 
each year, and since the operations are entirely cash, and since 
we are assuming that the company made no expansion of its fa- 
cilities during the ten-year period, the depreciation reserve 
would be funded in cash. 

As the first step, let us consider the situation of the company 
at the end of the first five years of operation, considering it from 
the three following viewpoints: 


1. In accordance with generally accepted accounting practices. 

2. Adjusted to give effect to recoupment of under-investment by the 
deferred method. 

3. Adjusted to give effect to recoupment of under-investment by com- 
plete periodic charges. 


We will assume that during this five-year period the company 
earned a ‘‘net profit’ of $800, and that the monetary index had 
risen to 160 at the end of the period (the date of organization 
being taken as 100). 

At the end of the fifth year, since the monetary index had 
risen to 160, there would be a gap in the capital caused by the 
fall of the value of the dollar amounting to $600. Under the 
deferred method of recoupment this $600 would be divided into 
two parts; $300 recouped from the operations of the first five 
years and $300 deferred to be recouped from the operations of 
the next five years. 

The balance sheets at this time from the three different view- 
points would appear as follows: 
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BEFORE GIVING EFFECT TO DIVIDENDS ee 
_ Accepted Adjusted To Give 
Accounting Effect to Recoupment 
Practice of Underinvestment™ 
Complete 
Deferred Periodic 
Recoupment Recoupment 
ASSETS 
Cash $ 800.00 $ 800.00 $ 800.00 
Depreciation Fund 500.00 500.00 500.00 
Deferred Charges for Under- 
investment — 300.00 — 
Machinery 1,000.00 1,000.00 1,000.00 
Totals $2,300.00 $2,600.00 $2,300.00 
LIABILITIES & CAPITAL 
Capital Stock $1,000.00 $1,000.00 $1,000.00 
Provision for Recoupment of 
Under-investment -—— 600.00 600.00 
Capital* $1,000.00 $1,600.00 $1,600.00 
Earned Surplus 800.00 © 500.00 200.00 
Reserve for Depreciation 500.00 500.00 500.00 
Totals $2,300.00 $2,600.00 $2,300.00 








* The term “capital” is used to distinguish that part of the investment 
in the corporation which is distinct from the retained profits. 


These balance sheets present the situation without giving ef- 
fect to any dividends paid during the five year period. As a re- 
sult the amount described as earned surplus under each of the 
three methods represents the total amount of profit earned dur- 
ing the five years and the cash on hand is stated as if no divi- 
dends were paid. Obviously, dividends would be paid during 
the five year period, but the amount of them would be influ- 
enced by the viewpoint as expressed in each of the three columns; 
s0, let us consider the results under each of these methods and 
assume an amount of dividend payments which might logically 
be adopted under each method. 

Under Column 1 the management, seeing a prosperous condi- 
tion each year with every appearance of continuation of profit- 
able operations, might well decide that annual dividends 
amounting to $100 would be quite reasonable and still not drain 
out the entire surplus of the company. Let us assume then that 
this dividend policy was adopted and that in addition, during 
the fourth year, when the surplus began to accumulate rather 
heavily, the management, having in mind the 70 per cent. yard- 
stick, applicable, to a certain extent, to accumulations subject to 
Section 102, decided to declare an extra dividend of $100. The 
total dividend payments for the period under Column 1 would 
be $600. 

Under Column 2, the management, being guided by the con- 
stantly rising monetary index, views its profits as much less then 
would appear under Column 1. It will be seen from the balance 
sheet under Column 2 that the total profits for the five year pe- 
tiod amounted to $500, or average annual earnings of $100. 
Under this Column the management, having in mind the re- 
areange of section 102, might well decide upon an annual 
ividend amounting to $70. Let us assume that this decision was 
made and that the total dividend payments under Column 2 
amounted to $350. 

Under Column 3, providing for full recoupment of the gap 
in the capital as the monetary index kept rising throughout the 
petiod, the profit shown is even more conservative than under 
Column 2, amounting to only $200 for the full five-year period, 
of an average annual earning of only $40. Let us assume that 
under this situation the management, having in mind the re- 
quirements under section 102, declared annual dividends of $30, 
making a total dividend payment for five-year period of $150. 


eo 

_ "As stated at the beginning of this article, the adjustments for under- 
investment, the effects of which appear in columns 2 and 3, may or may 
not appear in the determination of profit; but should be given considera- 
tion by management in such matters as dividend policies, pricing 
policies, and the like. 











Education and Business 


Education and business are closely integrated. Education 
is an essential instrument through which we can develop 
the people’s technical skills and their cultural desires. Edu- 
cational progress, as we have seen, is the greatest hope of 
expansion. .... Business cannot operate well, or wisely, 
with illiterate or semi-literate people; and further, if a 
desire for cultural attainments is cultivated, men and women 
will work harder to earn and acquire some of the better 
things of life. Good education is good business. 


—KIM SIGLER 











The balance sheets at the end of the fifth year, after giving 
effect to the dividend payments as outlined above, would be as 
follows: 


AFTER GIVING EFFECT TO DIVIDENDS 


“Accepted Adjusted To Give 











Accounting Effect to Recoupment 
Practice of Underinvestment® 
Complete 
Deferred Periodic 
Recoupment Recoupment 
ASSETS 
Cash $ 200.00 $ 450.00 $ 650.00 
Depreciation Fund 500.00 500.00 500.00 
Deferred Charges for Under- 
investment — 300.00 —_ 
Machinery 1,000.00 1,000.00 1,000.00 
Totals $1,700.00 $2,250.00 $2,150.00 
LIABILITIES & CAPITAL 
Capital Stock $1,000.00 $1,000.00 — $1,000.00 
Provision for Recoupment of 
Under-investment --- 600.00 600.00 
Capital $1,000.00 $1,600.00 $1,600.00 
Earned Surplus 200.00 150.00 50.00 
Reserve for Depreciation 500.00 500.00 500.00 
$1,700.00 


Totals $2,250.00 $2,150.00 


® See footnote 2. 


It will be seen that the dividend payments assumed to have 
been mde under each of the three methods will meet the 70 per 
cent. yardstick proposed under Section 102, insofar as the re- 
corded profits are concerned, and would no doubt satisfy the de- 
mands of stockholders. Of course, a more conservative dividend 
policy might have been adopted under Column 1. Such a policy 
might easily lead to difficulties. Later we will consider such a 
situation but in order to see the eventual effects of the dividend 
policies which we have assumed to have been adopted, let us 
continue our illustration through the remainder of the life of 
the machinery, using the following assumed amounts of unad- 
justed net profit and the following monetary indexes: 


Unadjusted Net Profit Monetary Index 


Sixth year $200 180 
Seventh, Eighth & Ninth Years (loss) $400 130 
Tenth Year $100 130 


In “the case of the balance sheets at the end of each of these 
periods, we will present them before giving effect to divi- 
dends, discuss the dividend policy, assume dividend payments, 
and present the balance sheets after giving effect to the dividends. 

In order to introduce one further condition, we will assume 
that because of the prosperous showing under Column 1, the 
management decided to make certain price reductions during the 
sixth year, and these reductions amounted to $100, thereby re- 
ducing the net profit for the sixth year under Column 1 to $100. 

At the end of the sixth year, the balance sheets would appear 
as follows: 
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prendre Aiiavei To Give 
Accounting Effect to Recoupment 
Practice of U. nderinvestment® 
Complete 
Deferred Periodic 
Recoupment Recoupment 
ASSETS 
Cash $ 300.00 $ 650.00 $ 850.00 
Depreciation Fund 600.00 600.00 600.00 
Deferred Charges for Under- 
investment — 320.00 — 
Machinery 1,000.00 1,000.00 1,000.00 
Totals $1,900.00 $2,570.00 $2,450.00 
LIABILITIES & CAPITAL 
Capital Stock $1,000.00 $1,000.00 $1,000.00 
Provision for Recoupment of 
Under-investment -- 800.00 800.00 
Capital $1,000.00 $1,800.00 $1,800.00 
Earned Surplus 300.00 170.00 50.00 
Reserve for Depreciation 600.00 600.00 600.00 
$1,900.00 


Totals $2,570.00 


$2,4 450. 00 








* See footnote Zz: 


Under Column 1 we will assume that the management, seeing 
the continuation of apparently prosperous conditions, continued 
its regular dividend policy of $100 annually, but since it made 
the price reductions during this year it did not feel justified 
in declaring any extra dividends. 

Under Column 2 we will assume that the management, taking 
cognizance of the rising monetary index, felt that with a profit 
of only $20 for the year it should omit all dividends. 

Under Column 3, since the provision for recoupment of the 
increase in under-investment absorbed all the apparent profit 
from operations, no dividend would be declared. 

The balance sheets after the dividends would appear as fol- 
lows: 


AFTER GIVING EFFECT TO DIVIDENDS 

















Accented: rerun: To Give 
Accounting Effect to Recoupment 
Practice of Underinvestment® 
Complete. 
Deferred Periodic 
Recoupment Recoupment 
ASSETS 
Cash $ 200.00 $ 650.00 850.00 
Depreciation Fund 600.00 600.00 600.00 
Deferred Charges for Under- 
investment — 320.00 — 
Machinery 1,000.00 1,000.00 1,000.00 
Totals $1,800.00 $2,570.00 $2,450.00 
LIABILITIES & CAPITAL 
Capital Stock $1,000.00 $1,000.00 $1,000.00 
Provision for Recoupment of 
Under-investment —- 800.00 800.00 
Capital $1,000.00 $1,800.00 $1,800.00 
Earned Surplus 200.00 170.00 50.00 
Reserve for Depreciation 600.00 600.00 600.00 - 
Totals $1,800.00 


$2,570.00 $2,450.00 


® See footnote 2. 


The 7th, 8th, and 9th years, as we have assumed, were a period 
of depression during which the company suffered a loss, accord- 
ing to conventional accounting, of $400, but under the methods 
taking into account the rise in the value of the dollar during the 
depression the profit-showing is much different. 
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Under Column 3, since with the monetary index of 130 the 
provision needed for recoupment of under-investment is only 
$300, the difference between the amount of the provision at the 
beginning of the period, $800, and the amount now necessary 
at the end of the ninth year is transferable to operating results, 
thereby changing a loss of $400 to a profit of $100. The amount 
of the transfer under Column 2 is less because of the feature of 
deferment, but is sufficient to reduce the loss of $400 to $190, 

The balance sheets at the end of the ninth year, then, would 
appear as follows: 


BEFORE GIVING EFFECT TO DIVIDENDS 


























Aieeteed” ge reer: To Give 
Accounting Effect to Recoupment 
Practice of Underinvestment 
~ Complaape 
Deferred Periodic 
Recoupment Recoupment 
ASSETS 
Cash $ 700.00 $ 250.00 $ 450.00 
Depreciation Fund 900.00 900.00 
Deferred Charges for Under- 
investment — 30.00 as 
Machinery 1,000.00 1,000.00 1,000.00 
Totals $1,700.00 $2,180.00 $2,350.00 
LIABILITIES & CAPITAL 
Capital Stock $1,000.00 $1,000.00 $1,000.00 
Provision for Recoupment of 
Under-investment —_ 300.00 300.00 
Capital $1,000.00 $1,300.00 $1,300.00 
Earned Surplus (200.00) (20.00) 150.00 
Reserve for Depreciation 900.00 900.00 900.00 
Totals Basa 180. 00 


$1, 700. 00 $2,3: 350. 00 


8 See. featuaie 2. 


Under Columns 1 and 2, with losses from operations result- 
ing eventually in deficits in the earned surplus, let us assume 
that no dividends were declared during the period. 

Under Column 3, however, taking into account the falling 
monetary index and the presence of an earned surplus, let us as- 
sume that dividends were declared amounting to $100. The bal- 
ance sheets after the dividends would be as follows: 


AFTER : Cre EFFECT TO DIVIDENDS 




















ae ” alata To Give 
Accounting Effect to Recoupment 
Practice of Underinvestment” 
Complete 
Deferred Periodic 
Recoupment Recoupment 
ASSETS 
Cash $ 700.00 $ 250.00 $ 350.00 
Depreciation Fund 900.00 900.00 
Deferred Charges for Under- 
investment _— 30.00 9 
Machinery 1,000.00 1,000.00 1,000.00 
Totals $1,700.00 $2,180.00 $2,250.00 
LIABILITIES & CAPITAL 
Capital Stock $1,000.00 $1,000.00 — $1,000.00 
Provision for Recoupment of 
Under-investment — 300.00 300.00 
Capital $1,000.00 $1,300.00 $1,300.00 
Earned Surplus (200.00) (20.00) 50.00 
Reserve for Depreciation 900.00 900.00 900.00 
Totals $1,700.00 $2,180.00 $2,250.00 





* See faaiueue 3 
(Please turn to bage 536) 
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The Effect of Bonuses and 
Premium Pay on Overtime 


Although the Fair Labor Standards Act 
has been in effect over nine years, federal 
courts are still interpreting what Congress 
meant when it said that an employee sub- 
ject to the Act must be paid overtime at a 
rate not less than one and one-half times 
the “regular rate” at which he is em- 
ployed. Within the past few months, 
there have been a number of decisions 
passing upon whether bonuses must be 
included in the “regular rate” of pay, and 
also whether the premium pay for work 
performed during specified hours of the 
first forty hours worked in one week is 
includible in the ‘‘regular rate” of pay. 


THE BONUS PROBLEM 


In the case of Walling v. Harnischfeger 
Corp., 325 U. S. 427, the Supreme Court, 
in 1945, held that incentive bonuses based 
upon the saving in wages due to the com- 
pletion of a job in less time than esti- 
mated formed a part of a worker's base 
pay or “regular rate” of pay to be used in 
computing overtime. Recently bonuses 
which represent a sharing of profits with 
the stockholders have been held by Cir- 
cuit Courts of Appeals in two instances to 
be includible in full in the computation 
of the regular rate of pay. 

The Second Circuit Court of Appeals 
in January, 1947, held, in the case of 
Walling v. Garlock Packing Co., 6 W. H. 
Cases 538, 159 F 2d 44, that bonuses paid 
in accordance with a so-called “wage 
premium plan’ must be included in the 
company’s “regular rate’’ of pay in com- 
puting overtime, and since the Supreme 
Court has refused to review this decision, 
it has been left in full effect. The com- 
pany involved in this case had established 
in 1937 a plan under which payments 
were made quarterly to each employee 
equal to the dividends declared upon 
fixed but unissued amounts of stock. The 
number of imaginary shares of stock per 
employee started at the rate of five shares 
of common stock for the first six months 
of service and increased up to a maximum 
of fifty shares for service of nine years or 
more. The payments made to employees 
on these imaginary shares were equal to 
the dividends declared and paid on actual 
shares of stock to the stockholders. The 
only relation which these payments bore 
to the hours of work was that every em- 
ployee who worked forty hours or more 
per week received the full bonus, while 
an adjustment downward was made for 


By G. Kibby Munson 


work of ‘ess than forty hours per week. 
Although the plan was held to be an en- 
tirely voluntary one, and the company 
could have withdrawn, modified, or 
amended it at any time, the employees 
looked forward to, and expected to re- 
ceive, the bonus and assumed it would be 
paid them at the end of each quarter. The 
Court held that the bonus payments under 
the plan constituted a part of each em- 
ployee’s regular rate of pay and the em- 
ployer was told to include the bonus in 
the overtime pay computation. 

In March of this year, the Sixth Circuit 
Court of Appeals in Walling v. Wall 
Wire Products Co., 6 W. H. Cases 718, 
161 F 2d 470, held that payments made 
under another profit-sharing bonus plan 
also had to be included in the ‘‘regular 
rates” of pay in computing statutory over- 
time. The plan in this case provided for 
the distribution of 25 per cent. of the 
company’s profits, after the deduction of 
interest on borrowed money, on a monthly 
basis. If no profits were made in a par- 
ticular month, there was no distribution, 
but there was no adjustment for losses in 
the bonus distribution for subsequent 
months. The distribution to employees 
was based upon the actual number of 
straight time hours worked, regardless of 
how many overtime hours a man may 
have worked during the month. The 
Court points out that by this method of 
distribution the employees were not paid 
profit sharing for overtime. Furthermore, 
equal payments were made to all employ- 
ees without regard to the classification, 
rates, and standards for jobs set forth in 
the company’s collective bargaining con- 
tract, and without regard to individual 
skills, wages or salaries. The bonus plan 
was included in the collective bargaining 
agreement. The Court here again held 
that the profit sharing bonus was a part of 
the regular pay and had to be considered 
in computing statutory overtime rates. 

It should be noted that in both of the 
foregoing cases the bonuses were distrib- 
uted without taking into account the 


hours of overtime worked or the amount 
of overtime pay received by a worker. 
Neither case clearly indicates what would 
have been the result if the method of dis- 
tributing the bonus had given full effect 
to overtime hours worked. That the result 
would have been different appears prob- 
able from a recent opinion letter of the 
Wage and Hour Division of the Depart- 
ment of Labor. That Division was asked 
to pass upon a plan under which a com- 
pany proposed to distribute a bonus in 
the same ratio that each individual’s 
wages bore to the total wages for the 
month, both straight time and overtime. 
On the facts as so stated, it was held that 
no additional overtime pay need be com- 
puted based upon the bonus, because the 
bonus itself, by its very method of distri- 
bution, included both a straight time and 
an overtime rate of payment. The Deputy 
Administrator, in his opinion (1947 
W. H. 1218), stated: 


“If the method of distribution... . is 
based on the ratio of each individual em- 
ployee’s total wages (both straight time and 
overtime) to the total wages paid to all em- 
ployees’ for the month, so that each em- 
ployee’s share would be equivalent to the 
amount he would receive by applying to his 
total earnings the percentage arrived at by 
dividing the total bonus distribution by the 
total monthly pay roll, it would not be neces- 
sary to pay additional overtime on the bonus 
payments.” 


A similar plan of distribution was re- 
cently upheld by the Federal District 
Court for the Eastern District of Michigan 
in Adams v. Macklin Co., 6 W. H. Cases 
776, but that decision apparently has not 
yet been passed upon by an appellate 
court. In this case, the company distrib- 
uted each month a fund consisting of pro- 
duction savings. The fund was distributed 
on the basis of each employee's total earn- 
ings, both at straight time and at overtime 
rates. The court held that this method of 
distribution provided within the plan it- 
self for straight time and overtime bonus 
rates, and consequently no part of the 
bonus was required to be included in the 





discussed in this article by Mr. Munson. 


THE SEARCH FOR UNDERSTANDING 


Nearly a decade after the passage of the Fair Labor Standards Act, interpre- 
tations by the federal courts are still being made. Decisions of the past few 
months, which hold particular interest for controllers and financial officers, are 
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computation of the “regular rate” of pay 
in computing overtime. 

A somewhat different bonus plan ar- 
rangement was involved in a decision by 
the Eighth Circuit Court of Appeals in 
Walling v. Adam Electric Co., 7 W. H. 
Cases 78, on July 14. This plan was ap- 
proved, not because of the method of 
allocation, as in the Adams v. Macklin 
Co. case, but on the ground that it was in 
essence a profit-sharing arrangement 
which was entirely voluntary and not at 
all incentive in character. In April, 1942, 
the employer decided to pay a bonus for 
the fiscal year ending February 28, 1942, 
to certain groups of employees equal to 
10 per cent. of their straight time pay for 
that year. Thereafter, the employer's 
board ,of directors at or near the end of 
each quarter determined whether profits 
were adequate to pay a bonus for that 
quarter. Sometimes the officers received 
bonuses, and sometimes only the clerical 
employees participated in it, because of 
diminished income. For the quarter end- 
ing September 30, 1945, no bonuses were 
paid. The Court considered and discussed 
other bonus cases and pointed out that the 
bonus plan involved was different from 
those in the other cases, because there was 
no agreement with the employees for its 
receipt and no understarding by the em- 
ployees in advance that they would re- 
ceive a bonus; because the question of 
the payment of any bonus was dependent 
upon the earnings of the company and 
was in the nature of a profit sharing with 
the employees when conditions justified 
the giving of bonuses; and because pay- 
ments were voted at or near the end of 
the period covered and not before the 
service had in fact been performed, so 
that they were not incentive in character. 
Whether or not the Supreme Court will 
be asked to rule upon this decision is not 
yet known. 

It seems proper to draw one conclusion 
from these cases and from the Wage and 
Hour Division’s opinion, namely that the 
inclusion of bonus payments in the com- 
putation of overtime rates can probably 
be avoided by making the distribution to 
employees in direct ratio to their total 
earnings, including both straight time and 
overtime pay. This conclusion would be 
strengthened if the bonus wete a purely 
voluntary act and not the subject of agree- 
ment, and if the bonus were truly profit 
sharing, payable for past periods without 
any promise or holding out in advance of 
the performance of work that there ever 
would be such a distribution. 


PREMIUM PAY AND OVERTIME 


There have been a number of recent 
court decisions holding that certain types 
of premium pay for work performed dur- 
ing the first forty hours of a workweek 
must be included in computing statutory 
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overtime pay. None of these cases involve 
the payment of true overtime prior to 
forty hours of work, and there is an out- 
standing opinion of the Wage and Hour 
Administrator to the effect that true over- 
time paid to employees within the first 
forty hours of work in any work week is 
not a part of that employee’s ‘‘regular 
rate’ of pay to be used as a basis for 
computing statutory overtime. The ques- 
tion has not been settled by appellate 
court decisions. 

After the Wage and Hour Act became 
law in 1938, companies in some industries 
attempted to rearrange their method of 
computing their rates of pay so as to 
avoid increasing the amount of compen- 
sation paid to each employee and at the 
same time comply with the terms of the 
Act. Some gold mining companies 
adopted a plan of splitting the eight-hour 
day into two parts, and paying a lower 
base rate of pay for the first six or seven 
hours of work per day and 150 per cent. 
of that rate for the last one to two hours 
of an eight-hour day. Pay for hours of 
work in excess of forty hours per week 
continued at the same rate of pay as for 
the last one to two hours of each eight- 
hour day. The net effect of such a plan 
was to keep the total compensation for an 
eight-hour day at the same level as prior 
to the enactment of the Wage and Hour 
Law. 

The Ninth Circuit Court of Appeals in 
two recent cases, Walling v. Alaska Pa- 
cific Consolidated Mining Company, 152 
F 2d 812, and Robertson v. Alaska Juneau 
Gold Mining Company, 157 F 2nd 876, 
held that this split-day plan violated the 
Wage-Hour Law, saying in the latter case, 
that: 


“The vice in all these split day plans is 
that their so-called ‘regular’ rate is not based 
on payments regularly made each week for 
the normal work week and, consequently, 
their ‘overtime’ rate is not compensation for 
true overtime, that is, hours worked in ex- 
cess of the normal work week or work day. 


% * % 


“The Act does not necessarily require an 
increase of wages, nor does it forbid a de- 
crease, so long as the wages paid are above 
the statutory minimum. But it does require 
that all ‘wages....or things of value form- 
ing part of the normal weekly income’ be 
used to determine the regular rate, and that 
‘that regular rate should then be applied to 
the first 40 hours worked, and for all hours 
worked in addition a rate one and one-half 
times the regular rate must be paid.’ ” 


Both of these decisions were refused 
review by the Supreme Court and conse- 
quently they remain in full force and ef- 
fect. 

Another group of court cases has in- 
volved the method of paying longshore- 
men. On June 3, 1947, the Second Circuit 
Court of Appeals, in Aaron v. Bay Ridge 
Operating Co., 6 W. H. Cases 954, held 
that certain premium pay provided for in 
a collective bargaining agreement had to 


be included in the “regular rate’’ of pay 
in computing overtime. The contract in 
this case provided for a certain rate of pay 
for work performed from 8:00 a.m. to 
12:00 noon and from 1:00 p.m. to 5:00 
p-m., Monday through Friday, and from 
8:00 a.m. to 12:00 noon on Saturday, 
Work performed outside of those hours, 
with a few exceptions, was to be compen. 
sated for at one and one-half times the 
basic rate. In the contract this higher rate 
of pay was referred to as overtime but the 
Court said it was not. The Court pointed 
out that a man could work forty hours a 
week entirely outside of the ordinary 
working hours of 8:00 a.m. to 5:00 p.m. 
and thus receive one and one-half the 
basic rate for an entire workweek. It was 
pointed out that this higher rate of pay 
could not be considered overtime when 
no actual overtime was performed and 
that the higher rate must be considered 
premium pay for work during less desir- 
able hours. This premium pay, the Court 
said, is to be included in the computation 
of the “regular rate” of pay as a ats for 
computing overtime. The Supreme Court 
has not yet had an opportunity to say 
whether or not it will review this decision. 

It should be pointed out that neither 
the gold mining cases, nor the recent de- 
cision concerning the longshoremen, in- 
volved the problem of true overtime pay 
received within the first forty hours in 
any workweek. 

According to an unrevoked interpreta- 
tion of the law by the Wage and Hour 
Division, these cases do not require the 
computation of overtime on true overtime. 
There are many instances in various in- 
dustries in which overtime commences 
after thirty-five hours of work or at some 
other point less than a forty-hour work- 
week, and the Public Contracts Act te- 
quires the payment of overtime, not only 
after forty hours of work in a workweek, 
but after eight hours of work in a work 
day. 

This situation is covered by paragraph 
13 of Interpretative Bulletin No. 4, still 
outstanding, and reading as follows: 


“13. Extra compensation paid for overtime 
work need not be included in determining 
the employee’s regular hourly rate of pay. 
Thus, if an employee earns $19.50 for a regu- 
lar 39-hour workweek and time and a half 
or 75 cents is paid for all hours in excess of 
39, the regular hourly rate of pay is still 50 
cents an hour and, if the employee worked 
46 hours one week, he would be entitled to 
$24.75 ({39 hours x 50 cents} plus [7 hours 
x 75 cents}) or ({46 hours x 50 cents} plus 
{7 overtime hours x 25 cents}). The same 
principle applies to a piece-worker or hourly 
rate employee where time and a half is given 
for overtime work.” 


A conclusion on this question cannot be 
based upon any appellate court decision 
directly involving this issue. However, u0- 
til an appellate court holds to the con- 
trary, it would appear to be the law that 


(Please turn to page 526) 
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Reports Prepared by the Controller 


Sometime ago the National Committee 
on Education of The Controllers Institute 
planned to bring out a bulletin on the 
general subject of “Reports Prepared by 
the Controller.” In launching this study a 
uestionnaire was sent out to the mem- 
bers of the Committee on Education so 
that we could be apprised of the reports 
prepared by the controllers of their spe- 
cific companies. The questionnaire, which 
is reprinted below, was sent out during 
the war period. As a consequence, many 
of the reports submitted showed that they 
were prepared to meet the war time emer- 
gency and were to be discarded very 
largely on the termination of hostilities. 
It was decided, therefore, not to prepare 
these data in bulletin form but instead to 
publish this summation in ‘The Control- 
ler.” 

Since that decision was made by the 
National Committee on Education, how- 
ever, plans for a book on “Controllership 
in Modern Management’ were formu- 
lated—as a matter of fact, manuscripts 
are already being prepared and obviously 
some of the manuscripts will include data 
on controllers’ reports. This summation, 
therefore, takes into consideration only 
those reports which currently are being 
used for the most part and the examples 
given are cited merely as guides for gen- 
eral over-all use. 

The questionnaire, prepared by Dr. 
Edward B. Logan, former Educational 
Director of The Institute, follows: 


“The purpose of this questionnaire is 
to secure from you information concern- 
ing all reports prepared by you. This in- 
cludes all reports for top-management 
and those below top-management within 
the organization as well as reports for 
employees, stockholders, the public and 
any others. 

"It appears that the reports can be di- 
vided into two classes—Those which you 
prepare regularly and special reports. 

“For the reports prepared regularly will 
jou please furnish the following informa- 
tion: 

“List the reports prepared regularly 
with the following information about 
each report: 
|. Name of the report 
2, For whom prepared 
3. Purpose of the report 
4. Description of report 
). Frequency of the report 
6. Send sample of report 
7. Give your opinion of the value of the 

report 


“For the special reports please furnish 


By Charles C. Hull 


the following information for each re- 

port: 

1. Name of the report 

2. For whom prepared 

3. Purpose of the report 

4. Description of the report 

5. Send sample of the report 

6. Give your opinion of the value of the 
report’ 


Naturally the replies received indicated 
that the reports varied, but as a large mer- 
chandiser, with many branches, located in 
the Central West stated: 


“Any report which we are willing to con- 
tinue is considered to be worth its cost and 
more. It would be difficult to place a value on 
any one report. All of the reports we get out 
are a part of the chain of information designed 
to help officers and executives to the utmost in 
carrying out their assignments. 

“We try to follow a number of principles in 
our reporting. One is to differentiate between 
figures as to the frequency of reporting them. 
I like to classify figures as static and dynamic. 
The static figures we report only infrequently, 
perhaps quarterly or maybe only once or twice 
a year. Figures in this category report activities 
which do not change frequently and therefore 
need not be watched too closely from week to 
week. Ordinarily the capital asset investment 
and depreciation charges are in this category 
and there are many expense items, such as 
those for public utilities services that do not 
need frequent reporting. 

“Dynamic figures, for example those having 
to do with payroll costs, sales volume, cost of 
merchandise, etc., are reported very frequently, 
in some cases almost daily and in many cases 
weekly. 

“Another point we try to follow in putting 
out reports is ‘to do more than supply simple 
raw materials. The balance sheets and income 
account, for example, are to me raw materials. 
In and of themselves they do tell a few stories 
but the relationship within the individual state- 
ments and between the two are the points of 
vital importance. That is why we issue balance 
sheets and income accounts in somewhat the 
usual accounting form to our internal organiza- 
tion only four times each year. In the interim 
periods we supply the interested people with a 
schedule which points out the figures of cur- 
rent vital interest from both the income account 
and the balance sheet. We try in this way to 
take the raw material figures and put them 
into a form most helpful to the operating men 
and others who use the figures. 

“In many cases we surblement statements 
with written reports. Here the rule is not to 
parrot the statement by repeating the figures in 
it. Rather we try to point to the highlights of 
interest in the report and to bring out addi- 
tional points that may not be apparent in the 
figures or we attempt to bring in other figures 
that can be related in an interesting and valu- 
able way to the report. For instance, we like to 
compare our operations with the operations of 
competitors and sometimes we are surprised by 
the results. The imaginative report writer can 
do a remarkably fine job of stimulating interest 
in the figures and of increasing their value to 
the operating men. 

“A point we try to follow in reporting is to 
be timely. There are times when some figures 
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are of great interest and ought to be reported 
regularly. It frequently becomes necessary to 
cut away much dead wood of procedure in or- 
der to get reports out promptly but prompt re- 
ports are certainly worth their salt.” 


As can readily be seen, the develop- 
ment of the controllership function more 
and more calls for writing ability, necessi- 
tating—as this contributor puts it—imag- 
ination. 

A Southern manufacturer points out 
that: 





“Each month there is prepared a very com- 
prehensive report which covers every phase of 
our operations, but because of the fact that 
ur company is comparatively small and the 
stock closely held by top management, my re- 
ports are based largely upon operating and sta- 
tistical reports prepared by the accounting de- 
partment and are confined to discussions of rea- 
sons for unusual results and suggestions for 
investigation of any unfavorable trend that may 
appear. 

“Requested information: 

1. Morning report. 

2. Prepared for Chairman, President and 
ready reference of the Vice President-Comptrol- 
ler. 

3. Purpose—This report assembles vital in- 
formation for those responsible for the conduct 
of the company’s affairs. 

4. Description—This report is divided into 
three sections: 


Cash 
Accounts Receivable 
Production 


The CASH section of the report reflects the 
balance on hand (in banks) at the first of the 
month—the amount received since the first of 
the month divided between payments from cus- 
tomers and other sources. An analysis of dis- 
bursements into major divisions is made which 
makes it possible for any one using the report 
to determine whether pre-established alloca- 
tions are being approached or exceeded. 

The ACCOUNTS RECEIVABLE section re- 
flects the status of the amount owing to the 
company each day and is of especial value to 
the one responsible for financing the business 
in. following periods. It also furnishes informa- 
tion about sales that is charted by secretaries of 
the respective executives using the report. 

The PRODUCTION section is compiled 
from information received daily from the vari- 
ous plant managers. This information bears a 
direct relation to sales in the Accounts Receiv- 
able section and is charted along with that in- 
formation. 

We regard this report as indispensable. Some 
variation of it that draws together essential in- 
formation regarding the affairs of the business 
should be of value to any executive charged 
with the conduct of those affairs. 

While none of the information in this report 
originates in the Comptroller's office, the infor- 
mation that is desired by the management is 
drawn from all the reports received by the 
Comptroller and assembled ia one condensed 
report. 


In submitting his manuscript the con- 
troller of a large Eastern public utility 
company points out that although the 
Stockholders’ Annual Report is distrib- 
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uted to 150,000 persons, it is counted 
nevertheless as one report, and that in 
addition there are 25,000 reports annually 
to employees on earnings and tax with- 
holdings which, although considered as 
one report, involve differences in infor- 
mation for each employee. He goes on to 


state: 


“In large public service corporations, the 
volume and variety of reports is so great that 
a listing of the names of individual reports, 
the recipients, purpose, description, and value 
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ments. 


dead wood are made progressively by depart- 


“The 422 reports rendered within the com- 
pany may be summarized as follows: 


A—Top Management 
B—Below Top Management 
1. Departmental Costs 


2. Other statistics 


C—Special reports in support of ac- 
apportionments, 
billing, rates, etc., and including re- 
ports to public accounts for their ex- 


counting 


clusive use. 


thereof would be a major undertaking. Our 
own reviews for the purpose of eliminating 


Name of Report 


Operating Forecast 


Balance Sheet and 
Cash Forecast 


Interim Report 


Annual Report 


Employee’s Report 


Comparison of Budgeted 
Cost and Expense with 
Actual Expenditures 


Tentative Plant Opera- 


tions 


Financial Statements 


Form 10-K 


Report of Costs and 


Profi 


Sales and Profits Based 
Upon Standard Costs 


Analysis of Plant 
Operations 


Special Reports 
Replacement Parts 
Division Operations 





Financial Statements 


For Whom 
Prepared 


Management 
(including 
directors) 


Management 


Management 


Stockholders 


Stockholders 


Employees 


Management & 
Department 
Heads 


Management 


Banks 
S.E.C. 


O.P.A. 


Management 


Management 


Management 


Chart | 


“The principal reports of this Company are 


public documents and as such may be discussed 


freely. After review of this listing, no doubt 
you will agree that a verbatim compliance with 
the outline contained in your questionnaire 


49 would be impractical in our case. One of the 
most recent newcomers in our family of reports 


101 
209 


special 


63 


is the ‘Report to Employees.” ‘Serving New 
York’ is another.” 

Visualized in summary form, the te- 
ports shown in the chart below prepared 
by a manufacturer of aircraft and auto- 
motive engines, point out readily the rea- 
sons for the preparation of these reports 


422 and the value attributed to them. 


SUMMARY OF REPORTS PREPARED 











Purpose of the Report 


Frequency 
of Report 


Description of Report 


Opinion as to Value 
of the Report 





To set forth financial position 


of the companies and results 
from operations. 


To inform Management of the 
results of future operations as 
accurately as possible. 


To inform Management of the 
future cash requirements of the 
companies. 


To inform stockholders  cur- 
rently, of financial position of 
companies and results from 
operations. 


Usual report to stockholders. 


Transmits to employees in sim- 
ple ianguage, certain of the 
information available to stock- 
holders. 


To supply information for pur- 
pose of cost control, 


To inform Management of ap- 
proximate results from opera- 
tions as promptly as possible. 


To comply with provisions of 
Loan Agreement. 


To comply with Securities and 
Exchange Act. 


To comply with order of O.P.A. 
issued in connection with sales 
price adjustments. 


To keep Management advised 
daily of volume of business and 
indicate profit or loss for 
month, 


To inform Management as to 
reasons for variances from 
standard or budgeted costs. 


To show actual profit or loss 
of Replacement Parts Division 
based upon actual costs, by 
commodities. 


Monthly 


Monthly 


Monthly 


Quarterly 


Annually 


Annually 


Monthly 


Monthly 


Quarterly 


Annually 


Semi-Annually 


Daily 


Monthly 


Irregularly 
Three to Six 
Months 


Consolidated and consolidating balance 
sheets and profit and loss statements 
supported by divisional profit and loss 
statements; also application of funds 
statement, summaries of properties and 
inventories. 


Consolidated profit and loss forecast 
supported by statements of individual 
companies and divisions for a period of 
approximately one year from date of 
issuance. 


Consolidated balance sheet and cash 
forecast supported by balance sheets of 
individual companies as of dates cov- 
ered by operating forecasts. 


Consolidated balance sheet, surplus and 
profit and loss statements. 


Financial statements same as in in- 
terim reports, accompanied by Presi- 
dent’s letter directing attention to 
salient points in the statements as well 
as a review of the past years opera- 
tions, Statistical data, sales, earnings, 
dividends paid, etc., covering approxi- 
mately a ten year period also incorpo- 
rated in this report, 


Simplified annual profit and loss state- 
ment showing distribution of sales dol- 
lar as to salaries and wages, dividends, 
taxes, ete. 


Budgeted and actual costs for current 
and prior month are set forth and vari- 
ances from budgeted costs shown. 
Covers factory overhead by depart- 
ments and administrative staff groups. 


Sets forth sales and operating profits 
or losses by divisions. Month and year 
to date. 


Consolidating balance sheet and profit 
and loss statement. 


Statement showing sales, costs and 
profit or loss by commodities affected 
by price adjustments. 


Sales, standard costs by profit at stand- 
ard, by divisions, in graph or chart 
form. 


Supplementary to report of budgeted 
costs referred to above—more impor- 
tant variations explained. 


Certain of replacement parts sold are 
manufactured, while others are pur- 
chased. Manufactured parts are trans- 
ferred to selling division at standard 
costs. This report includes variances 
from standard as cost of respective 
sales. 





Very essential as a source of 
information and guidance to 
Management. 


Valuable aid to Management 
in formulating policies as to 
future commitments, ete. Prob- 
ably could be modified and is- 
sued, say, quarterly. 


See comments above. 


Creates closer relationships be- 
tween stockholders and Man- 
agement. 


Essential that stockholders re- 
ceive this information. 


Has proved very valuable from 
the standpoint of employee 
relations. 


Essential for purposes of cost 
control, 


Enables Management to obtain 
a “birds eye” view of approxi- 
mate results each month, sev- 
eral days prior to issuance of 
final statements. 


Valuable guide to Management 
in making decisions, etc. 


Informs Management as to ac- 
tual results with respect to 
this class of business, and is a 
guide as to “make or buy” 
policy. 














In 
manu 
that t 
bility 
In ad 

“T] 


cast 0 
tive C 

"Se 
by the 
troller 

"Al 
by va 
the C 
Incom 
prepar 


accoun 


directe 
month 
writte 
appen 

“Th 
which 
ler, of 
be nec 
for th 
Bradst 

"In 
month 
better: 
maint 
and Sl 
ing t¢ 
thoriz 


intere 
supert 
ex pect 
costs 


Tk 
an 
divid 


sumf 





ny are 
‘cussed 
doubt 
e with 
nnatre 
of the 
re ports 
New 


le fe- 
pared 

auto- 
e rea- 
ports 


7 


Tee of 
ice to 


ement 
as to 
Prob- 
nd is- 


ps_be- 
Man- 


rs re- 


from 
loyee 


cost 


btain 
Troxi- 

sev- 
-e of 


nent 








In his reply to the questionnaire a 
manufacturer from the Pacific Coast states 
that the controller has complete responsi- 
bility in the matter of all financial reports. 
In addition: 


"The Comptroller prepares a quarterly fore- 
cast or cash budget for the Board and Execu- 
tive Committee. 

"Security and Exchange reports as required 
by the commission are prepared by the Comp- 
troller. 

“All Federal tax returns and reports required 
by various Federal agencies are prepared by 
the Comptroller with the exception of Federal 
Income and Excess Profits Tax return which is 
prepared by the Company's independent public 
accountants. 

“All of the various States’ income, franchise, 
yeal and personal property tax, and other re- 
ports of whatever nature, are prepared under 
the supervision of the Comptroller. 

"The Annual Report to top management and 
directors does not differ in detail from our 
monthly reports: The general management's 
written comments to the Annual Report are 
appended to the statements. 

"The Company has no unusual indebtedness 
which requires special reports. The Comptrol- 
ler, of course, furnishes any data which might 
he necessary in cooperating with credit agencies 
for the industry or for firms such as Dun and 
Bradstreet. 

"In addition, the Comptroller prepares a 
monthly summary of special appropriations for 
hetterments or extensive plant renewals or 
maintenance. This is conventional in pattern 
and shows the different appropriations accord- 
ing to an identifying description, amount au- 
thorized, and accrued cost to date. 

“The Comptroller is working with the fac- 
tory management in development of a standard 
cost system, including departmental burden, 
which will meet their particular needs. When 
the proper state of development has been ob- 
tained, reports will be prepared for the various 
interested members of the managerial and 
supervisory group. These reports, as you might 
expect, will show material, labor, and overhead 
costs and analyses of variances from standards 
and so forth. 

“However, within the near future, we will 
have developed extensive new standard proce- 
dures and reports here in our own Corporation 
fitted to the peculiar needs of such a subsidiary 
Corporation.” 


The data submitted by the controller of 
an outstanding publishing company are 
divided into regular and special reports 
summarized in Chart II on page 518. 


BREAKDOWN OF REPORTS 


A machine, tool and steel manufacturer 
breaks down his reports into three cate- 
goties—for the public, for management, 
and for governmental or private agencies 
—as follows: 


“I. Reports for public: 

(1) Annual report to stockholders, showing 
consolidated balance sheet and consolidated in- 
come and surplus. Copies sent to stockholders, 
list of brokers, investment houses and invest- 
ment services; as well as to S. E. C.—forms 
10-K, 8-K, dividend notices, etc. 

(2) Annual financial reports to credit bu- 
reaus, on individual companies. 

(3) Preparation of quarterly statement of 
earnings and balance sheet on consolidated ba- 
sis for publication to list of brokers, investment 
houses and investment services, and such. 
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II. Internal Reports to management: 

(1) Preparation of detailed balance sheets 
and profit and loss statements, on quarterly ba- 
sis, by individual companies, and on a consoli- 
dated basis, for use of major executives of 
Company, (president, vice president, treasurer, 
assistant treasurer). 

(2) Net-profit-by-lines-of-productreport.T his 
report is prepared quarterly for major lines of 
product in each company, showing percentages 
of profit, before taxes, to net sales. Compari- 
sons are made with previous quarters for top 
executives only. This is one of the most impor- 
tant control reports used by management. 

(3) Summarized profit and loss statements 
prepared quarterly for each factory unit and 
sales branch, showing: 


a. Raw Material Consumed 

b. Direct Labor 

c. Burden 

d. Total Actual Cost 

e. Production as measured in. terms of 
standard allowances which are kept constant 
from one period to another. 

f. Profit or loss, by lines, as measured by 
the difference between the actual cost and 
the standard production allowance figures. 


All of the above figures of items “a to d” in- 
clusive, and item “tf,” are measured in per- 
centages to the production. figure and running 
comparisons are kept, by lines, over a period 
of years. This is one of the main control rec- 
ords for all of our units, and any percentage 
variation of importance calls for an explana- 
tion. 

In the case of the sales branches, a summar- 
ized profit and loss statement is prepared, by 
lines of product, quarterly, showing only the 
following items: Stock consumed; Expenses; 
Total cost; Sales (net); Profit or loss, by lines. 

Percentages are figured by lines of product, 
showing percentage of stock consumed to sales, 
which is an important control figure in look- 
ing for inventory errors and any main change 
in selling practices. The figure of total expenses 
of the branch to sales is also shown on this 
sheet, with a break-up of the total expenses in 
dollars, by four or five major items in a block 
in corner of sheet. All these percentage figures 
are compared with previous quarters, for con- 
trol purposes, and variations beyond a certain 
amount demand an explanation. 

Note: It should be explained that our com- 
pany operates a system of branch house account- 
ing whereby standard allowances have been set 
up for the different products manufactured by 
the factories as a measure of their production 
efficiency. These allowances are kept stationary 
and are not varied from period to period. In 
the same way each branch is charged for the 
actual goods sold at a price which is a certain 
discount from selling prices, corresponding 
roughly to that of a manufacturer's agent. 

(4) Burden analyses of different factory 
units are made up once a quarter and sent to 
the unit concerned. Percentages are determined 
for groups of expenses to the output, as meas- 
ured by standard production allowances by 
lines of product or departments, as the case 
may be. 

(5) Report of controllable expenses to pro- 
duction allowance figures, by lines of product, 
given to foremen and factory heads. 

(6) Analysis of selling expense (selling and 
advertising) and office expense and/or admin- 
istrative expense, by companies and individual 
branches, showing percentages of expense items 
to sales. 

(7) Analysis of sales by detailed product 
lines, by branches and companies, monthly and 
quarterly. Shows increase or decrease in dollars 
from previous year. 

Analysis of sales by geographical divisions, 
yearly. 

Each branch and salesman is sent copies of 
figures concerning them, and these figures are 
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used also by the sales manager and the sales 
research department. 

(8) Daily analyses of cash balances by banks 
and companies. 

(9) Inventory analysis, quarterly, by indi- 
vidual units and companies, showing the four 
major divisions of inventory, raw, in process, 
finished and supply stock. 

(10) Report of commitments and capital 
expenditures, by companies, quarterly. 


III. Reports to governmental or other private 
agencies: 

(1) Sales and use tax returns for various 
states and provinces, etc. 

(2) State, federal, and dominion tax and re- 
lated returns for individual companies. 

(3) Social Security and withholding tax re- 
ports for individual companies. 

(4) Reports to states and provinces concern- 
ing wages earned, rents, royalties, dividends 
and other miscellaneous items, such as work- 
men’s compensation. payroll reports on yearly 
basis. 

(5) B. D. E. returns to Canadian exchange 
authorities, concerning transactions between 
two Canadian subsidiaries and the United 
States parent companies. 

(6) Certain. reports of sales to industry as- 
Soctations. 

(7) U. & O. insurance reports, by compa- 
nies, semi-annually, showing ‘estimated ex- 
penses, etc., at six months’ intervals.” 


SUMMATION 


While the seven companies whose re- 
ports are discussed above represent only a 
small portion of the data submitted to 
The Institute’s Committee on Education, 
these examples nevertheless do give a 
good crosscut of the general trend of the 
reports prepared by the controller's office 
or for which the controller is responsible. 

It is well to bear in mind too that these 
reports by-and-large are prepared so that 
management can see at a glance and be 
kept informed as to the general state of 
the particular business at all times—so 
that management, through the controller, 
can help to maintain its business in bal- 
ance. It might be noted too that some of 
the reports prepared by the controller are 
not as valuable possibly in a period of 
prosperity as they are or would be in a 
period of so-called depression, when the 
eyes of management must be focused on 
every operation of the business. 

The value of the reports, in other 
words, might very properly be weighed 
upon the condition of the economy at the 
time of their preparation. In any event 
they act as material guide posts—once 
again to keep industry in balance. And it 
cannot be repeated too often that the 
cumulative effect of individual businesses 
in balance makes for the balance of the 
industries of which those businesses are 
integral parts—and the cumulative effect 
of industries in balance has a very salutary 
effect on the economy of the Nation. 

The original manuscripts from which 
these data have been culled are on file in 
the National Office and further informa- 
tion concerning any of the material sup- 
plied is available on request. Probably in 


(Please turn to page 524) 
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REGULAR REPORTS 











For Whom Prepared 


Purpose of Report 


Description 


Value 





Financial Statement 


Departmental Expense 


Statements 


Confidential Statement 


of Operations 


Production Schedule 


Used Merchandise 


Inventory Report 


Sales Irregularity 


Reports 


Sales and Commission 


Account Analysis 


Accounts Receivable 


Summary 


Departmental Payroll 


Analysis 


Comparative 


Commod- 


ity Sales Summary 


Order Handling 
Report 


Daily Cash Balance 


Analysis of Returns 


Profit and Loss 
k orecast 


Internal Audit Reports 





Directors 


Top Management 


Top Management and 
Department Heads 


Top Management and 
Branch Managers 


Sales and Operating 
Departments 


Top Management with 
emphasis on sales ad- 
ministration 


Top Management with 
emphasis. on Sales De- 
partment 


Vice President in charge 
of Sales and Branch 
Managers 


Treasurer 


Top Management 


Executive Sales and 
Production Departments 


Operating Manager and 
Treasurer 


President and Treasurer 


Top Management in- 
cluding Executive Sales 
Department 


Directors, Top Manage- 
ment and Department 
Heads 


Treasurer and Depart- 


ment Heads 


To acquaint Directors with 
progress and condition of com- 
pany. 


To provide overall picture of 
financial condition and progress 
of the company. 


To provide basis for expense 
control at all levels. 


To provide detailed analysis of 
sales and expenses for each of 
branch sales office operations. 


To inform Sales and Operating 
Departments of production 
schedules as a guide in plan- 
ning sales and operating func- 
tions. 


To emphasize the need for liq- 
uidation of used merchandise 
available for resale. 


To keep Management informed 
of any laxity in sales methods 
or procedures. 


To indicate individual sales 
performances and _ highlight 
commission account conditions 
requiring attention. 


To provide an overall analysis 
of credit sales and collections. 


To provide an analysis of pay- 
roll expense by departments. 


To indicate buying trends and 
sales efforts by commodities, 


To keep responsib!e executives 
advised of progress in the han- 
dling of orders, 


To keep top management in- 
formed of the status of bank 
accounts. 


Balance Sheet and Profit and Loss 
Statements compiled in condensed 
form but with captions more de- 
scriptive than those ordinarily used 
in similar reports. 


Balance Sheet and Profit and Loss 
Statement, providing somewhat 
more detail than as presented to 
Directors. 


Detailed report of expense for each 
department for month and cumula- 
tive for year with comparison with 
forecast expense and prior year’s 
expense. 


Sales by units and dollar amounts 
and expenses in detail for month 
and year to date, with ratios of 
expense to sales indicated percent- 
agewise. 

Similar to ordinary stock report, 
indicating beginning inventories, 
past production and available stock 
as of date of report but inc‘uding 
a production schedule for balance 
of year. 


Listing of merchandise by units, 
indicating location by warehouse. 


A listing of irregularities in sales 
presentations or preparation of or- 
ders to permit specific handling 
where conditions require. 


A listing of sales and condition of 
commission account covering all 
sales representatives of the com- 
pany. 


A ‘statement indicating beginning 
balances by classes of accounts re- 
ceivable, sales, allowances, collec- 
tions and write-offs. Issued monthly. 


A summary of monthly payrolls by 
department, including normal and 
overtime hours worked in compari- 
son with payroll expense for the 
previous year. 


A monthly report of sales by com- 
modities in comparison with prior 
year’s performance for the same 
month, 


A daily record of total orders re- 
ceived, handled and carried over. 


Beginning balances, receipts, dis- 
bursements and ending ba’ances, 
together with a record of funds 
carried over in office for deposit 
and an approximation of accounts 
payable. 


SPECIAL REPORTS 


To determine trends and to 
isolate local conditions con- 
tributing to high return ratios. 


This report in most companies 
is referred to as the ‘‘Budget.”’ 


To provide a check on Account- 
ing Department performance as 
well as performance in other 
departments. 


This report is compiled when re- 
quested by top management, the 
request being based on conditions 
as they become apparent from re- 
view of Financial Statements. 


A forecast of income and expenses 
by departments for the guidance 
of management. As stated, budgets 
for this company are called fore- 
casts. 


Internal audit of general ledger 
control accourts, accounting oper- 
ations and service operations. In- 
ternal dudits are scheduled in ac- 
cordance with the importance of 
the audit to the company, vary- 
ing from by-monthly audits to an- 
nual audits. This includes detailed 
analyses of accounts receivab’e as 
well as a general type of audit re- 
port on accounts or operations in- 
volving less detail. 


Since this is the only report issued to Di. 
rectors of the company, it must necessarily 
be assigned the highest rating for value. 


For top management this financial state. 
ment is the guide for policy decisions 
High valuation. ; 


As an expense control statement, these re. 
ports are of great value. 


As an expense contro] statement, this re. 
port has great value. 


As a guide for future planning, this re- 
port has great value for this company. 


Properly used, this report has great value 
when production can satisfy demand. Un- 
der current conditions, liquidation of used 
merchandise is not a problem. 


This report has proved to be of great value 
to us in the control of sales irregularities, 


As a basis for judging performance of in- 
dividual sales representatives in consider- 
ing individuals for promotion and in the 
control of over draft expense, this report 
ranks high in value. 


Since it is impractical to make a detailed 
analysis of accounts receivable more fre- 
quently than semi-annually, this report 
fills in the gaps serving as a basis for 
judging the performance of the Credit and 
Collection Department since it indicates 
collections and outstandirg balances with 
relation to sales. I consider this report of 
top rank value. 


In providing management with a single 
statement for analysis of controllable ex- 
penses of this nature, this report must be 
considered of more than average value. 
Value would be placed higher were it not 
for the fact that payroll expense also ap- 
pears on departmental statements. 


While this statement cannot be accorded 
top rank in value, it must be considered 
at least second rank in importance. 


In normal times when adequate personnel 
is availab’e and carry-over of orders from 
day to day is unusual this report will have 
little value. Under current conditions, this 
report is of considerab‘e importance. 


This report is of considerabe importance 
to the Treasurer who is responsbile for 
transfer of funds to the operating account. 


Since this analysis is prepared only when 
the need is apparent, it must be obviously 
assigned high value. 


Because expenses in this company are pre- 
sented in considerable detail through ex- 
tensive departmentalization permitting 
close analysis of expenses by departments, 
our forecasts do not have the value usually 
assigned where budgetary control exists. 
Forecasts are considered of great impor- 
tance by the Board of Directors of the 
Company. 


While internal audit reports are of great 
value at the present time due to a heavier 
turn-over in personnel than normally, a 
change in this latter condition resulting in 
a more stable and experienced organization 
would obviously result in a diminishing of 
value in an internal audit, although many 
of the audit subjects are of great impor- 
tance and value under any circumstances. 
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Scanning the Controllership Scene 








10/29/29—18th Anniversary 

‘Twas 18 years ago—come Wednesday the twenty-ninth 
of this month—that the bull market of the Twenties col- 
lapsed. Strolling along “memory lane,” one recalls the 
ticker an hour or more behind in reporting market transac- 
tions, more than 16 million shares being traded on “The 
Big Board,” and market values of stocks skidding by nearly 
$9 billions. 

The “break’’ of last September 3—admittedly sharp— 
was no match for 10/29/29. May it ever R. I. P. 


Four-fold Rise in Failures Forecast 

A prediction that business failures in 1948 could be ex- 
pected to be four times as many as this year was made re- 
cently by Henry H. Heimann, executive manager of the 
National Association of Credit Men. California and the 
West Coast, he said, would lead the country in failures. Mr. 
Heimann based his prophecy on the general fluidity of the 
national business picture, stating that new businesses had 
been started at the rate of 2,000 a day during 1946 and 
1947. The West Coast has led the nation in this respect, fol- 
lowing a great influx of people with new commercial ideas, 
he said. 

If a recession comes it will come in five or six years, not 
in a year or two, according to the speaker, who said it had 
been ‘delayed a bit” because an artificial foreign demand 
had enabled this country to maintain relatively high peace- 
time production. He said that a recession could be avoided, 
however, with preparation. 


Trends in Consumer Credit 

The remaining government controls on consumer credit 
will soon be abolished. Adopted in 1941 as a necessary war- 
time measure, the controls were modified last December so as 
to apply only to installment purchases of twelve important 
types of durable goods such as automobiles, refrigerators, 
furniture, radios, and household appliances. The regulations 
provided for payment for these items in not more than 15 
months, and in most cases for a minimum down payment of 
one-third. 

In its Business Bulletin, the Cleveland Trust Company 
points out that the amount of credit outstanding has in- 
creased sharply since the close of the war, and reached a new 
peak of 10.7 billion dollars at the end of May as compared 
with the 1935-39 average of 6.4 billions. Part of this is due to 
higher prices, which require more credit to finance the same 
volume of goods. Actually, the amount outstanding in rela- 
tion to total consumer expenditures is still well below the 
pre-war level. 

The same source believes it does not necessarily follow that 
the absence of restrictions will induce the public to go head 
over heels into debt. The percentage of credit outstanding to 
total purchases still has a considerable distance to go before 
reaching its old level. 

Some light is thrown on the matter by a recent survey on 
consumer finances published in the Federal Reserve Bulletin 





for June. Interviews with a representative sampling of con- 
sumers indicated that in buying durable goods in 1947, they 
would rely more on the use of credit than in 1946. However, 
there is dissatisfaction with prices; and except for automo- 
biles, the intentions of people to buy durable goods were 
found to be less strong than was the case in 1946. 


Depreciation on Replacement Basis Questioned 

Discussing editorially the renewal of proposals for de- 
preciation, for tax purposes, upon replacement rather than 
original costs, “The Wall Street Journal’ observed recently 
that “there are even stronger arguments against the plan 
than merely technical or administrative ones. For one thing, 
if the advocates of the proposal persuade Congress to alter 
this section of the tax law they may find they have forged a 
double-edged sword for government. The idea long enter- 
tained by some public utility commissions that depreciation, 
an important factor in rate making, should be based on cost 
or replacement, whichever is lower, has plagued the utility 
companies for several years. 

"Fluctuating prices may at times benefit, at others harm 
business. They are, we believe, distinctly the risk of man- 
agement and cannot be passed on. It cannot be too often 
repeated that every time business endeavors to pass on to 
the government risks essentially its own it invites increased 
governmental interference with its affairs. Sooner or later 
it must repay, with heavy interest, any handouts from Uncle 
Sam,” concludes the editorial. 


Bank Charge Formula Recommended 


In a study released recently, the New York State Bankers 
Association declared that the flat monthly charge imposed 
by banks on checking accounts “violates the fundamental 
principles underlying the determination of fair charges,” 
and that prevailing so-called ‘‘measured service charges’ 
should be “torn down completely” and superseded by 
formulas consistent with sound accounting and equitable 
treatment of depositors. 

Although admitting that costs and earnings vary among 
banks, the association’s Committee on Bank Management 
and Research asserted that it does not believe that such dif- 
ferences are wide enough to justify the extreme variations 
in service charge rates disclosed by the survey of the New 
York State Banking Department. The committee did not 
suggest any specific rate or rates but recommended a gen- 
eral formula into which each bank could fit its own earnings 
and costs after careful computation. 

Elements of the recommended formula would be: (1) a 
maintenance rate to cover mere handling and other inciden- 
tal expenses; (2) a single “average item rate” related to 
each ledger entry, whether debit or credit, and to each de- 
posit slip entry, except on “‘on us” checks deposited, and (3) 
a credit for bank earnings derived from the investable part 
ot tne depositors’ balance. —PauL HAASE 











Positions Wanted 











Assistant Controller—Executive Accountant— 
Internal Auditor 


Certified Public Accountant (N. Y.) and 
member of Controllers Institute, 37 years old, 
with 12 years’ extensive experience in execu- 
tive and supervisory accounting seeks assign- 
ment of responsibility with progressive com- 
pany affording good opportunity for ad- 
vancement. Well versed in internal auditing 
and control, budgets, cost accounting (stand- 
ard and historical), as well as general ac- 
counting, systems, and procedures. Knowl- 
edge of federal and state taxes. Experienced 
in financial and cost analysis with excellent 
ability to prepare clear and concise reports 
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for executive use. Has dealt considerably 
with men of top management calibre. Reor- 
ganized accounting and control systems. Will 
locate anywhere in the United States, but 
prefer East or Mid-West. Married. Salary 
moderate. Available immediately. Address: 
Box 727, “The Controller,” One East 42nd 
Street, New York 17, New York. 


Controller—Executive Accountant 

Desires position as controller, assistant con- 
troller, tax or systems accountant. Experienced 
as controller and tax accountant of holding 
company and petroleum production subsidiaries, 
in complete charge of financial and, tax account- 
ing. Institute member; C.P.A., New York; uni- 
versity degree in commerce, accounts and fi- 
nance. Address: Box 733, “The Controller,” 
One East Forty-Second Street, New York 17, 
New York. 


What 
Do Your Older 


Employees Face? 


1—Dismissal ; 


2—Retention as nominal employees; 


3—Retirement on pay charged to your 


future earnings; 


4—Retirement on actuarially sound 


pension plan. 


Our Trust Officers are prepared to 
discuss the many practical advantages 
of the fourth alternative. 


CHEMICAL 
BANK 
& 


TRUST COMPANY 
Founded 1824 
MAIN OFFICE: 
165 BROADWAY, NEW YORK (15) 


BRANCH OFFICES: 


No. 320 Broadway 
23rd St. — 10th Ave. 
29th St. — 5th Ave. 
44th St. — Broadway 
46th St. — Madison 





49th St. — Lexington 
11 West 5ist Street 
57th St. — 8th Ave. 
74th St. — Madison 
Brooklyn -50CourtSt. 








Controller or Assistant Controller 


Engineering accountant with respectable 
qualifications and credentials in both fields, de- 
sires connection with progressive organization 
with New York City headquarters. Prefer 
medium sized concern experiencing difficulty 
with current costs. Age 43. Address: Box 
735, “The Controller,” One East Forty-Second 
Street, New York 17, New York. 


Great Britain 

Operation auditing or organizing work, in- 
cluding for policy execution in all adminis. 
trative and personnel functions, required with 
progressive major company operating in Great 
Britain or Europe by fully qualified British ac- 
countant, trained engineer, good executive and 
administration record and desirous of continu- 
ing experience in applying modern control 
techniques. Center preferably London, but not 
essential; married, age 34, public school edu- 
cation; commencing salary required £1500 
($6,000). Address: Box 736, “The Control- 
ler,’ One East Forty-Second Street, New York 
17, New York. 


Controller or Treasurer 


Executive accountant, at present the control- 
ler of a nationally known manufacturing com- 
pany, wishes to make a connection with a 
progressive firm in a southeastern or south- 
central state. Age 41, Certified Public Account- 
ant, ten years’ public accounting experience 
with a nationally known firm of public ac- 
countants, and eight years’ experience with his 
present company in charge of general, cost and 
tax accounting and allied matters. 

Present earnings are in excess of $10,000 per 
year. Reason for leaving is a desire to move 
to a warmer climate. Address: Box 737, “The 
Controller,” One East Forty-Second Street, New 
York 17, New York. 


Controller—Treasurer—Assistant Controller 


Controller and Assistant Treasurer of manu- 
facturing concern desires position which will 
utilize extensive experience involving complete 
responsibility for all phases of accounting and 
costs, budgeting, internal auditing, preparation 
and interpretation of financial statements, gen- 
eral office administration, inventory control, 
cash management and cost control. Versed in 
credits, finance, taxes, insurance and systems 
procedures. Offers high degree of originality, 
analytical ability and excellent employee-em- 
ployer relation. Age 39, married with 2 chil- 
dren. Will locate anywhere. Address: Box 739, 
“The Controller,’ One East Forty-Second Street, 
New York 17, New York. 


Corporation Financial Vice-Presidents, 
Treasurers, Controllers, Watch Your Pennies! 


Now is the time to set your finances in 
order—modify your forecasts of earnings, ex- 
penses and profits. Hire this treasury “‘watch- 
dog” who will show you how effectively to 
save on operating expenses, increase earnings, 
reduce taxes. All this without stepping on any 
body’s toes from the top down. Certified Pub- 
lic Accountant—financial man with eighteen 
years of successful experience in corporation 
finance, investments, securities, banking credit 
lines, commercial factoring and other financ- 
ings, accounting, taxes, cost-expense and budg- 
etary controls, sound business administration. 

Highest references from business, banking 
professional circles. Available thirty days. Ad- 
dress: Box 740, “The Controller,” One East 
Forty-Second Street, New York 17, New York. 


* * * 
The retail cost of building materials is 


about double the cost of their production, 
says a Twentieth Century Fund report. 
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Why the lady 
is all lit up... 


Diebold Light-Line Studies Expose 
Costly Leaks in Record-Keeping Overhead 


The light bulbs on her wrists and head trace the 
motions of her hands and body on photographic film as she refers to 


10 accounts selected at random from a file of 5500. 


The same study, the same names on ordinary visible card 
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cabinets and the new Diebold Cardineer shows how the Cardineer reduces 
record-handling overhead up to 409—by applying the time-saving, 


motion-saving, production line principle of “bringing the work to the worker.” ‘3 





Fact-finding in slow motion. To find the 10 Same act, speeded up! All 5500 accounts are 
accounts the operator gropes between seven within arm's reach in a single Diebold 








different card cabinets required to house Cardineer. See how compact and effortless her 
5500 accounts the conventional way. Time- motions are as she refers to the 10 accounts! 


wasting, space-wasting, money-wasting. 


Diebold 


MICROFILM e ROTARY, VERTICAL AND VISIBLE 
FILING EQUIPMENT e SAFES, CHESTS AND VAULT 
DOORS e BANK VAULT EQUIPMENT e BURGLAR 
ALARMS e HOLLOW METAL DOORS AND TRIM 


DIEBOLD, INCORPORATED 
1417 Fifth Street, Canton 2, Ohio 


Any record that can be kept 
on cards, can be filed, found, 
and posted easily and quickly 
on a Cardineer. You can see 
for yourself how readily the 
Cardineer will fit into your 
record handling routine- 

simply mail the coupon for 
interesting data on Cardineer 
applications. Or phone the 

nearest Diebold branch 
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Your 
Problem’s Different? 


or dealer. 





Please send without cost, factual data on Cardineer ‘‘production 


line’’ efficiency in record handling. 
Name 

Firm Name 
Address 


City and State 
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Positions Wanted 











Assistant Controller—Executive Accountant— 
Internal Auditor 


Certified Public Accountant (N. Y.): and 
member of Controllers Institute, 37 years old, 
with 12 years’ extensive experience in execu- 
tive and supervisory accounting seeks assign- 
ment of responsibility with progressive com- 
pany affording good opportunity for ad- 
vancement. Well versed in internal auditing 
and control, budgets, cost accounting (stand- 
ard and historical), as well as general ac- 
counting, systems, and procedures. Knowl- 
edge of federal and state taxes. Experienced 
in financial and cost analysis with excellent 
ability to prepare clear and concise reports 
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for executive use. Has dealt considerably 
with men of top management calibre. Reor- 
ganized accounting and control systems. Will 
locate anywhere in the United States, but 
prefer East or Mid-West. Married. Salary 
moderate. Available immediately. Address: 
Box 727, “The Controller,” One East 42nd 
Street, New York 17, New York. 


Controller—Executive Accountant 

Desires position as controller, assistant con- 
troller, tax or systems accountant. Experienced 
as controller and tax accountant of holding 
company and petroleum production subsidiaries, 
in complete charge of financial and, tax account- 
ing. Institute member; C.P.A., New York; uni- 
versity degree in commerce, accounts and fi- 
nance. Address: Box 733, “The Controller,” 
One East Forty-Second Street, New York 17, 
New York. 


What 
Do Your Older 


Employees Face? 


1—Dismissal ; 


2—Retention as nominal employees; 


3—Retirement on pay charged to your 


future earnings; 


4—Retirement on actuarially sound 


pension plan. 


Our Trust Officers are prepared to 
discuss the many practical advantages 
of the fourth alternative. 


CHEMICAL 
BANK 
& 


TRUST COMPANY 
Founded 1824 
MAIN OFFICE: 
165 BROADWAY, NEW YORK (15) 


BRANCH OFFICES: 


No. 320 Broadway 
23rd St. — 10th Ave. 
29th St. — 5th Ave. 
44th St. — Broadway 
46th St. — Madison 





49th St. — Lexington 
11 West 5ist Street 
57th St. — 8th Ave. 
74th St. — Madison 
Brooklyn -50 CourtSt. 


Controller or Assistant Controller 


Engineering accountant with respectable 
qualifications and credentials in both fields, de- 
sires connection with progressive organization 
with New York City headquarters. Prefer 
medium sized concern experiencing difficulty 
with current costs. Age 43. Address: Box 
735, “The Controller,” One East Forty-Second 
Street, New York 17, New York. 


Great Britain 

Operation auditing or organizing work, in- 
cluding for policy execution in all adminis- 
trative and personnel functions, required with 
progressive major company operating in Great 
Britain or Europe by fully qualified British ac- 
countant, trained engineer, good executive and 
administration record and desirous of continu- 
ing experience in applying modern control 
techniques. Center preferably London, but not 
essential; married, age 34, public school edu- 
cation; commencing salary required £1500 
($6,000). Address: Box 736, “The Control- 
ler,’” One East Forty-Second Street, New York 
17, New York. 


Controller or Treasurer 


Executive accountant, at present the control- 
ler of a nationally known manufacturing com- 
pany, wishes to make a connection with a 
progressive firm in a southeastern or south- 
central state. Age 41, Certified Public Account- 
ant, ten years’ public accounting experience 
with a nationally known firm of public ac- 
countants, and eight years’ experience with his 
present company in charge of general, cost and 
tax accounting and allied matters. 

Present earnings are in excess of $10,000 per 
year. Reason for leaving is a desire to move 
to a warmer climate. Address: Box 737, ‘The 
Controller,” One East Forty-Second Street, New 
York 17, New York. 


Controller—Treasurer—Assistant Controller 


Controller and Assistant Treasurer of manu- 
facturing concern desires position which will 
utilize extensive experience involving complete 
responsibility for all phases of accounting and 
costs, budgeting, internal auditing, preparation 
and interpretation of financial statements, gen- 
eral office administration, inventory control, 
cash management and cost control. Versed in 
credits, finance, taxes, insurance and systems 
procedures. Offers high degree of originality, 
analytical ability and excellent employee-em- 
ployer relation. Age 39, married with 2 chil- 
dren. Will locate anywhere. Address: Box 739, 
“The Controller,” One East Forty-Second Street, 
New York 17, New York. 


Corporation Financial Vice-Presidents, 
Treasurers, Controllers, Watch Your Pennies! 


Now is the time to set your finances in 
order—modify your forecasts of earnings, ex- 
penses and profits. Hire this treasury “‘watch- 
dog” who will show you how effectively to 
save on operating expenses, increase earnings, 
reduce taxes. All this without stepping on any 
body’s toes from the top down. Certified Pub- 
lic Accountant—financial man with eighteen 
years of successful experience in corporation 
finance, investments, securities, banking credit 
lines, commercial factoring and other financ- 
ings, accounting, taxes, cost-expense and budg- 
etary controls, sound business administration. 

Highest references from business, banking 
professional circles. Available thirty days. Ad- 
dress: Box 740, “The Controller,” One East 
Forty-Second Street, New York 17, New York. 


* * * 
The retail cost of building materials is 


about double the cost of their production, 
says a Twentieth Century Fund report. 
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Why the lady 
is all lit up ... 







Diebold Light-Line Studies Expose 
Costly Leaks in Record-Keeping Overhead 


The light bulbs on her wrists and head trace the 
motions of her hands and body on photographic film as she refers to 
10 accounts selected at random from a file of 5500. 


The same study, the same names on ordinary visible card 
y 


cabinets and the new. Diebold Cardineer shows how the Cardineer reduces - 
record-handling overhead up to 40%—by applying the time-saving, 
motion-saving, production line principle of “bringing the work to the worker.” * 
Your 


Problem’s Different? 


Any record that can be kept 
on cards, can be filed, found, 
and posted easily and quickly 
on a Cardineer. You can see 
for yourself how readily the 
Cardineer will fit into your 
record handling routine-— 
simply mail the coupon for 
interesting data on Cardineer 
applications. Or phone the 
nearest Diebold branch 
Fact-finding in slow motion. To find the 10 Same act, speeded up! All 5500 accounts are or dealer. 











accounts the operator gropes between seven within arm's reach in a single Diebold 3 yo 
different card cabinets required to house Cardineer. See how compact and effortless her 
5500 accounts the conventional way. Time- motions are as she refers to the 10 accounts! 
SERPs. PIECE ORS R UNE FUROR <WOG GER ot RP a is eS PEs Bho pee 


MICROFILM e ROTARY, VERTICAL AND VISIBLE Firm Name 
FILING EQUIPMENT « SAFES, CHESTS AND VAULT 
DOORS e BANK VAULT EQUIPMENT ¢ BURGLAR 
ALARMS e HOLLOW METAL DOORS AND TRIM 


Address Num ventign 


Ir 
“ | DIEBOLD, INCORPORATED 
| 1417 Fifth Street, Canton 2, Ohio 
| Please send without cost, factual data on Cardineer “‘production 
| line’ efficiency in record handling. 
Name ; Ansnadtesals 
| as 
! 
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One of Ameriea’s 
Most Respected Names 


in Insurance 


For nearly half a century the Corporation of 
Schiff, Terhune has played an important role in 
the forward march of American Business by 
making available to large insurance buyers an 
insurance organization highly trained for achiev- 
ing maximum immunity from loss. As Insurance 
Brokers this Corporation acts at all times with 
unbiased judgment, solely in the client’s best 


interests. 


Schiff, Terhune 


& COMPANY, INCORPORATED 
Insurance Brokers 


99 John Street, New York 7, N. Y. 
NEW YORK - CHICAGO - LOS ANGELES + SAN FRANCISCO 


© 1947, Schiff, Terhune & Co., Inc. 


























REPORTS BY CONTROLLERS 








(Continued from page 517) 





this post war era the matter of reports 
prepared by the controller's office should 
be gone into most thoroughly by every 
controller. That subject could be an ex- 
cellent one for discussion at the regular 
monthly Control meetings of The Insti- 
tute. 

Your controllers’ reports, it goes with- 
out saying, are of vital interest to all con- 
trollers, and the National Committee on 
Education not only welcomes but also in- 
vites your cooperation in sending any ma- 
terial along this line that can be made 
available to it. The results of those meet- 
ings on reports prepared by the controller 
or any new angles on them can be sent to 
the National Office. 

The National Committee on Education 
is indelibly indebted to all those who par- 
ticipated or contributed to what was 
originally envisioned as Bulletin V. But 
because of the reasons already explained 
in this article, it was felt that the Bulletin 
should be withheld for the time being. 


Accountants’ Institute Releases Bulletin on 
General Purpose Contingency Reserves 


Recommendations of the committee on 
accounting procedure of the American In- 
stitute of Accountants, made public in 
mid-August, would bar accounting pro- 
cedures in which charges or credits relat- 
ing to general purpose contingency te- 
serves enter into the determination of 
net income. The recommendations are 
included in a bulletin called “Account- 
ing Treatment of General Purpose Con- 
tingency Reserves.” 

When general purpose contingency re- 
serves affect the determination of net in- 
come, the bulletin comments, ‘‘profit for 
a given period may be significantly in- 
creased or decreased by mere whim’ and 
“the integrity of financial statements is 
impaired and they tend to be misleading 
and of doubtful value.” 

The bulletin recommends that creation 
of a general contingency reserve be made 
“preferably by a segregation or appropri- 
ation of surplus,” but that if created by 
appropriation of net income, then net in- 
come before and after the deduction 
should be clearly shown in the income 
statement. It adds that no costs or losses 
should be charged to such reserves, and 
no part of such reserve should be used 
in any way to affect the determination of 
net income for any year. 


* * * 


Let not him who is houseless pull 
down the house of another, but let him 
work diligently and build one for him- 
self, thus by example assuring that his 
own shall be safe from violence when 
built. ABRAHAM LINCOLN. 
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.. . and that’s why you find Remington Rand’s Printing Calculator producing the 
figure facts in so many efficiently-run offices. 

Only the Printing Calculator does all your figure work with printed proof of 
accuracy. It multiplies and divides automatically, adds and subtracts—and simul- 
taneously prints the factors and answer of each calculation. 

It’s simple! Fast, touch-method operation is natural on the compact 10-key 
keyboard. You enter the figures as you read them—there’s no searching the keyboard 
for the correct columns . . . the machine selects them automatically. 

See for yourself how “Smart Businessmen watch their figures...” Write to Adding- 
Bookkeeping-Calculating Machines Div., Dept. CR. 315 Fourth Ave., New York 10. 


Reminglon Rand 


MACHINES FOR MANAGEMENT 


PRINTED PROOF ON TAPE e ONE-HAND CONTROL ¢ AUTOMATIC DIVISION ¢ ELECTRIFIED MULTIPLICATION ¢ MANY USES e TWO MACHINES IN ONE 
DIVERSIFIED APPLICATIONS ¢ THE ONLY ALL-PURPOSE CALCULATOR PROVIDING A PRINTED RECORD 
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TEAMING-UP TO SAVE MONEY 


Teaming up is a young American 
which helps 





soda fountain custom 
us illustrate the economy of our 
Club Run system of lithographing. 
You see, with one turn of the 
press we can print up to sixteen 
different stationery items of letter- 
head size—more of smaller sizes. 
So sixteen or more customers can 
buy space on each run! 
Naturally, this gang method of 
production leads to sizable savings. 


Thus—lower prices for you on 
letterheads, envelopes, statements, 
invoices, order forms, noteheads 
and dozens of other items. 

Of course, Club Run deliveries 
take a little longer, because of the 
short delay until the run’s made 
up. But, by keeping your inven- 
tories at a comfortable level, you 
can trade time for dollars by 
“teaming-up” with a Club Run. 

Write today for full particulars. 


CLUB RUNS BY 


| ‘ie 


ht 





COMPANY « D 





REYNOLDS | 








BONUSES AND OVERTIME 








(Continued from page 514) 





where wage payments are made at the rate 
of time and a half, or double time, after 
the expiration of a regular workweek of 
less than forty hours, or after eight hours 
of work in any one day, such overtime 
payments, since they constitute true over- 
time, need not be included in a computa- 
tion of the “regular rate” of pay as a 
basis for determining statutory overtime 
after forty hours of work. 


Taft-Hartley Act Handbook 


A “practical handbook’’ for labor re- 
lations and personnel executives has been 
developed from a five-session seminar on 
“Operating Under the Taft-Hartley Act” 
recently conducted by the Commerce and 
Industry Association of New York, Inc. 
It contains a complete transcript of the 
views expressed by 15 labor experts who 
acted as discussion leaders at the seminar 
held in New York, July 29 and 30, as 
well as an indexed text of questions and 
answers. The 84-page book also gives the 
complete text of the Act and an analysis 
of the major operational problems it 
raises. 

The analysis of the Act stresses prac- 
tical procedures that may be employed to 
meet changed conditions occasioned by 
the new law. It has eliminated, as far as 
possible, legalistic considerations and sug- 
gests instead, definite answers to operat- 
ing problems. 

The book may be ordered at $5 a copy, 
three for $10, from the office of the 
Commerce and Industry Association of 
New York, Inc., 233 Broadway, N. Y. 


Trade Index of U. S. Manufacturers 
Published by Dun & Bradstreet 


Published to aid hemisphere trade, 
“Trade Index of U. S. Manufacturers” 
has been released by Dun & Bradstreet, 
Inc., 290 Broadway, New York 8. This 
new reference book consists of 404 
pages including a colorful introductory 
text. It is especially designed to make it 
possible to find quickly sources of sup- 
ply for all types and kinds of material, 
equipment and products produced by 
companies in the United States of 
America. The book contains over 10,- 
000 items manufactured or supplied by 
3,007 American companies. 

The “Trade Index” is also useful for 
getting the names of American manu- 
facturers who may be potential buyers 
of many raw materials, semi-manufac- 
tured or manufactured goods produced 
for export. The unique feature of this 
publication is that it contains only the 
names of those companies which are 
directly interested in exporting and im- 
porting within the Western Hemt- 
sphere. 
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World’s Largest Makers of Portable Electric Tools 


mechanize payroll 






































preparation 





wtth a 





Expanding rapidly, The Black & Decker Mfg. Co. found 
manual preparation of its payroll an ever-increasing 
burden until a National Payroll Machine was installed. 
Now, all employees’ records are run in one operation. 
And the 2300-name payroll completed in a single day. 

Black & Decker further reports: ‘‘a very simple ad- 
justment makes it possible to use the machine also for 
analytical work; including analyses of closed manu- 
facturing orders, scrap reports (by departments to be 
charged), invoice distributions, etc.”’ 

Have your local National representative show you 
how the National Payroll Machine records all necessary 
figures* at a single operation. All records are originals. 
All exactly the same. All entries clear, legible, and easily 
understood. All proved correct at time of writing. 

Mechanization of payroll is just one of the many 
advantages that National Accounting Machines bring 
to business. They also make possible the mechanization 
of accounts receivable, accounts payable, stock records, 
salesmen’s commissions, sales ‘distribution, etc. All 
accurate, all balanced, all up-to-the-minute at any 
instant! 


* Such as: the hours worked, the gross earnings, the Federal Withholding 
Tax, the Federal Old Age Benefit and other deductions, the total earnings 
to date, the income tax withheld to date, the old age benefit withheld to 
date, and the net pay. 


One National Payroll Machine prepares the payroll for 
some 2,300 Black & Decker employees in the home plant 
at Towson, Maryland, and in 26 sales and service branches. 






Testing Black & Decker Sanders 


THE NATIONAL CASH REGISTER COMPANY 
before final assembly. 


Dayton 9, Ohio. Offices in principal cities 
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QO. K. for twiddling 





...but N.G. for check sorting 


Thumbs can be comforting. Ask 
any habitual twiddler. But ask Miss 
XYZ in Accounting how she feels 
about thumbs after laboriously 
handsorting a haystack of cancelled 
checks. She’ll tell you that thumbs 
just aren’t designed for sequence 

_sorting... but Keysort as! Keysort 
can arrange checks in any desired 
order... with foolproof accuracy 
...in as little as 1/10th of the time. 


Keysorr is adaptable to all 
kinds of checks-—payroll, voucher, 
dividend, annuity...may be applied 
to your present checks without 
change of shape, size, design or 
paper stock. No expensive sorting 
equipment is needed. No special 
training required for handling. Miss 
XYZ can learn all there is to know 





about Keysort in a half hour...and 
will be delighted to have a tool that 
eliminates the hand-sorting. 

From any angle of business 
efficiency — economy, accuracy, 
speed—Keysort should be standard 
equipment in your accounting 
department. Ask a McBee man fora 
five-minute demonstration... today! 





KEYSORT IN ACTION ... A handful of 
checks—punched and slotted for sorting. Keysort 
is many times faster than any hand, more 
accurate than any eye. 


THE McBEE COMPANY 


SOLE MANUFACTURERS OF KEYSORT 
295 Madison Avenue, New York 17, N.Y... Offices in principal cities 











Gold Stock Distribution Plan 
Challenged by Spahr 


British Foreign Secretary Bevin’s argu- 
ments for distributing the gold stock of 
the United States offer a sharp contrast 
to earlier British statements favoring pa- 
per currencies, Dr. Walter E. Spahr, Pro- 
fessor of Economics at New York Uni- 
versity, said recently. 

Dr. Spahr, who also is executive secre- 
tary of the Economists National Com- 
mittee on Monetary Policy, 1 Madison 
Avenue, challenged both the reasoning 
and the conclusions of Mr. Bevin. He 
termed the Foreign Secretary's suggestion 
a request for charity, and continued, with 
reference to the theories of the late John 
Maynard Keynes, British economist: 

“It was England, as typified by the 
Keynes arguments, that deplored the use 
of gold and preached the virtues of paper 
money. Now Secretary Bevin wants part 
of our gold, and is attempting to support 
his request that seems to defy all defensi- 
ble logic.” 

Dr. Spahr specifically criticized Mr. 
Bevin’s view that the United States had 
been handicapped by too much gold, and 
declared that how a nation could remove 
a handicap by giving away part of its 
assets seemed far from clear. 

The economist also took issue with 
Mr. Bevin’s suggestion that the large gold 
stock had increased taxation in the 
United States. If this suggestion were 
sound, he said, then Great Britain, with a 
small gold stock, should have reduced 
Government expenses and taxation. But 
no such reduction has taken place, Dr. 
Spahr noted. 

Mr. Bevin’s proposals would have been 
more acceptable, Dr. Spahr concluded, if 
the Foreign Secretary had argued in favor 
of establishing present paper currencies 
on a fixed gold basis. 


Human Relations 


A mid-western manufacturer sent per- 
sonal letters asking employees on his 
payroll five years or more, what they 
think of the company, its management 
and supervision, and their own future 
prospects. 

Replies showed 65 per cent. believe 
they have done better in their present 
jobs than they could have done elsewhere. 
The average has been on the job 8.75 
years, has had five advancements, and 
now gets $1.59 per hour, compared with 
59 cents less than nine years ago. 

* * * 


Prior to the nineteenth century, the as- 
sociation of persons in a corporation was 
a privilege granted by a government only 
under very special circumstances. Today, 
however, incorporation with almost un- 
limited powers is a common right, al- 
though legally it is still a privilege granted 
by the government. 
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wy ..- NATIONAL Unit Accounting Forms give you the 
very latest in form design for 1948 requirements. 

The new 7141 series in the popular 91%4” x 11%” size... 
together with the consumer approved 11” x 14” 7072 line... 
are all expertly planned for bookkeeping with a minimum of 
effort. Adaptable to any business, with a wide choice of forms 
available. 


This means you can save on the expense of specially printed 


The new 7141 series is forms, and buy in smaller quantities as well. 


on “EYE-EASE” paper 

. .. SO easy on the eyes. Ask your stationer about these NATIONAL Unit 

Excl usively Accounting Forms. Write us, too, for a copy of circular 41 
NATIONAL! illustrating and describing the line. 
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i Ind ustries’ Profits Ana lyzed 





In Bank‘s Review 


The much-discussed Nathan report 
for the CIO purporting to show ability 
of “industry” to raise wages out of 
profits ignores wage increases in the 
early war years while using as a “nor- 
mal” base the meager profits of the 
depression years, the National City 
Bank’s monthly review indicated re- 
cently. The bank criticizes the lumping 
of all industries and concerns into a 
single unit and points out that active 
corporations making any profit varied 
from 18 per cent in 1932 to only 67 
per cent in 1943 and over a 28-year 
period only half on an average made 
their expenses. 

Estimates of 1946 profit used in the 
report do not differentiate between tax 
credits, increases in inventory value and 
actual earnings and, moreover, are 
based on the final quarter of the year 
only for which figures are not yet avail- 
able, the bank pointed out. And even 
the profit estimates of the Nathan re- 


McKinsey & Company 


Management Consultants 
Established 1910 


Announce the opening of their 
Chicago Office 
208 South LaSalle Street 
under the direction of 
Harrison A. Roddick, partner 


Frank Wallace, principal 


SUPPLEMENTING SUCCESSFUL MANAGEMENT IN: 


>. 2 ® ® 2 222822 2 2 @ @ @ 8888888488 88 BOO 8O8 88788277 





> ee 222222 & & & 2224888 S Ft GF BBS BSB FF BBB SBSH TTA AATSS 














al +  Manvfacturin - Cost Reduction s : # 

Materials eg - Personnel and lee Relations - Cost Accounting port are well below the rate In previons 
> Budgeting - Organization - General Examinations periods of high economic activity,” the 
, review added. 
¢ In discussing prospects for 1947, the 
‘ “NEW YORK BOSTON CHICAGO SAN FRANCISCO bank finds little basis for any ‘general 
? or major liquidation” that would bring 
; depression if the wage-price spiral is 
SS stopped now. If the threat of another 





wage-price jump is halted, prices could 
decline as production increases, the 
bank says. ““To bring this about is the 
most urgent problem of management 


d labor in 1947 and the extent t 
WOULD YoU aah 5 or oes on = seco 
plished is the year’s greatest enigma,” 

Like te Save 10% or More it states. 


“Any forecast that 1947 will be a 


yP7) Your JynAwiance Cosd good year must. be based, in final analy- 


sis, upon a belief that, through good 
RIGHT NOW ? sense and mutual adjustment, a work- 

” able answer will be found to the wage 
question,” the report adds. For if the 
SIX CLIENTS WHO SAVED 10% TO 37% ANNUALLY year is to be one of long and costly 
strikes, or if an exorbitant price, in the 








none: Manufacturer $ 16,040 rites form of wage increases which the econ- 

Public Utility Company 22,000 10% omy cannot possibly sustain, is to be 

Chain Store Company 148,000 19% paid to avoid strikes, then depression 

Drug Manufacturer 9,413 37% threatens,” 

Abrasives Manufacturer 155172 10% 

Textile Manufacturer 83,223 33% Jordan Sees U. S. Drift to Collectivism 
Sintec “Profound ignorance of past and pres- 
$293,848 20% ent history, experience, or principle” has 


kept most of us from realizing how close 
Arrangements may be made for our representative to discuss your Com- the American economy has drifted to the 
pany’s need of an. Insurance Survey and Audit—of course without obligation. collectivist economies, Dr. Virgil Jordan, 
president of the National Industrial Con- 


by F R R F R T L JA M i S 0 A & * 0 ference Board, said recently. 
. . “The private capitalist enterprise econ- 


omy in America today is one in which 
about two-thirds of the value of the pri- 
INSURANCE SURVEYS AND AUDITS vate capital is under government mott- 
gage, in which more than a quarter of its 
income is under government garnish- 
ment,” Dr. Jordan asserted. 


ONE ELEVEN FULTON STREET * NEW YORK 








































WHEREVER 


THERE’S 


THERE’S A Vw Bewidy ON THE OFFICE FORCE 


In clean, flowing lines and two-tone 
harmony, Burroughs style engineers 
have interpreted the inner perfection 
of the new Burroughs Electric Duplex 
Calculator . . . its ease of operation 
and sureness of figure control. 

Here is an instrument to lift the pride 
and quicken the spirit of the modern 
business girl . .. make deft hands more 
deft. Here, too, is the promise of other 


BUSINESS THERE'S 


Burroughs developments now in the 
making . .. of improvements and 
refinements that reflect the stepped-up 
tempo of Burroughs research in elec- 
tronics, metallurgy, chemistry and 
styling. 

Great things are going on at Burroughs 
. .. as this new Burroughs Calculator 
bears evidence. Burroughs Adding 
Machine Company, Detroit 32, Mich. 


Burroughs 
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Plant And Equipment Expenditure Plans psi 
of U. S. Business Surveyed by SEC Ct 
American business, exclusive of agriculture, ss 

expects to spend about $13.9 billion during 


1947 for the construction of new plant and the 


purchase of new equipment, according to the 
a quarterly survey made public by the Securities ©, 
ee and Exchange Commission and the Department 


of Commerce. This may be compared with ex- 
penditures of $12.0 billion in 1946 and $6.6 
billion in 1945. This survey also shows that 
business anticipates spending $3.6 billion on 
new plant and equipment during the second 
quarter of 1947, approximately $100 million 
higher than the expenditures planned for the 
first quarter, although almost $200 million 
lower than the record expenditures in the last 
quarter of 1946. 

While there has been a steady increase in ex- 
penditures on new plant and equipment since 
the beginning of 1945, the peak seems to have 
been reached in the fourth quarter of 1946. 
Business anticipations indicate a leveling off of 
expenditures during 1947 with estimated out- 
lays in the last half amounting to $6.9 billion 
compared with $7.0 billion in both the first 
half of 1947 and the last half of 1946. If the 
anticipated expenditures for this year eventuate, 
they will be 15 per cent. above expenditures 
last year. They would be about 70 per cent. 
above the amounts expended in 1941 and more 
than 50 per cent. higher than in 1929, the two 
prewar highs. Adjusting for the substantial 
price increases, however, expenditures in 1947 
would probably be slightly under those in 1946, 
although higher than in 1941 or 1929. 

Planned expenditures by manufacturing com- = 
panies for 1947 are estimated at $6.2 billion, not 
quite half the total for all industry. Manufac- 
turing companies anticipate a gradual decline in 
expenditures during 1947. They expect to spend 
$3.0 billion in the last half of 1947 compared 
to $3.2 billion in the first half of this year and 














$3.4 billion in the last half of 1946. Railroads FI 
and electric and gas utilities, on the other hand, 

expect continued increases in their capital out- bs 
lays during 1947. Commercial and most mis- he 


cellaneous companies anticipate small declines 


CO during 1947 while mining companies expect to le 
iY, Ms ~ y Se Oe spend at about the same rate as in the last half 
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It is possible from the survey to compare ac- 


tual expenditures with those that had been pre- . 
To go places on the road you need modern viously anticipated by the companies. During hi 
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: { i expended on new plant and equipment by in- 
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in the shortest possible time. REPLACE tric and gas utilities whose expenditures were i 
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: i The above analysis is based on estimates o 
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errors. You'll save money too by using Friden were derived from reports submitted by most 
corporations registered with the Commission 

and from a large sample of unregistered manu- 


Methods, developed to produce speedily ae facturing companies, unincorporated as well as 
corporate, reporting to the Department of Com- 
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Latin-American Commercial Credit Ratings 
Show Decline in Survey 


Widespread declines in Latin-Ameri- 
can credit and collection ratings are 
shown for the first time in six years in 
the latest surveys made by the Foreign 
Credit Interchange Bureau of the Na- 
tional Assn. of Credit Men, Philip J. 
Gray, manager, disclosed recently. 

The survey, made semiannually on the 
basis of reports from 218 American man- 
ufacturers and exporters, showed Chile 
and Colombia rated on collections as 
“slow’’—the first time in 13 surveys that 
any Latin-American market has fallen into 
that category. Costa Rica was rated “‘very 
slow.” 


In the credit survey, Costa Rica, Chile, 
Bolivia and Colombia declined to the 
“fair” classification. Paraguay and Ecua- 
dor were rated as “fairly good.” 

In both surveys, Cuba, Panama and 
Puerto Rico shared the top classification 
of “good.” 

All together, 20 markets dropped in 
credit ratings and 22 lost ground in col- 
lection standing, Mr. Gray pointed out. 

Of the 218 American manufacturers 
and exporters reporting to the bureau, 3 
per cent. announced “‘less liberal’ terms 
were being applied in Argentina, Brazil 
and Colombia. 
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No changes in terms were reported in 
the top-rated countries of Cuba, Panama 
and Puerto Rico. A 1 per cent. change in 
terms was shown in the British Posses. 
sions, Dominion Republic, Guatemalg 
and Mexico. Except in Guatemala, this 
change was toward “more liberal’ terms, 

The survey is compiled without con- 
sideration of governmental debts or sery- 
ice obligations. 


Controlling Federal Expenditures 


In approaching the problem of con- 
trolling federal expenditures, the ques- 
tion may be asked, points out Fred 
Rogers Fairchild, Professor of Econom- 
ics Emeritus, of Yale University: Why 
should not the government spend a lot 
of money? Why worry as the level of 
government spending rises and the 
share of the national income taken and 
spent by government goes on increas- 
ing? We have all heard of the glamor- 
ous blessings alleged to flow out of the 
spending of government money, from 
more generous provision of the neces- 
sities and comforts of life to increased 
purchasing power, more employment, 
and official control of the business cycle. 
Why try to limit the source of such 
blessings ? 

In the first place, responds Professor 
Fairchild, in “The Tax Review,” pub- 
lished by Tax Foundation, “I am con- 
vinced that the supposed benefits of 
government spending as such are an il- 
lusion. Government has no magic power 
to raise the standard of living by spend- 
ing money. What it gives to some, it 
takes from others; and in the doing, it 
tends to impair some of the finest at- 
tributes of our American character and 
our free economy. 

“Government spending of money 
raised by taxation does not enhance pur- 
chasing power or increase employment. 
Accomplishment of these results by gov- 
ernment spending is possible only when 
the budget is out of balance and the 
money is raised by borrowing or di- 
rectly issued in the greenback form. 
And then the effect is only superficial 
and temporary, and accompanied by in- 
flation, whose baleful results more than 
neutralize any possible benefits of the 
spending. 

“As to control of the business cycle, 
the proposition, though vigorously ad- 
vocated by some, has never been demon- 
strated theoretically, and the practical 
test which we gave it in the nineteen 
thirties was anything but confirmatory. 

“On the other hand freedom to spend 
huge sums of money gives to govern- 
ment an instrument which it may use 
to build up its power over the people. 
Government money may bribe the peo- 
ple to give up rights which they might 
never be persuaded to surrender by 
their votes.” 
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In your search for methods 
of increasing efficiency 
and profit . . . investigate the 
jtime, effort and money 
pan organization can save 
by expediting written office 
communications 

. with electronics. 
The Edison Electronic 
Voice-writer .. . proved 
superior by its Ear-Tuned 
Jewel-Action . . . levels 
the hills and valleys in the 
dictating voice ... makes 
sure that the exact words 
spoken appear on paper 
the first time .. . 
every time. Phone 
Ediphone, your city, 


or write. 
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oe Edi 
1847 + THOMAS A. EDISON CENTENNIAL «+ 1947 


Thomas A. Edison, Incorporated, West Orange, New Jersey. 
{in Canada: Thomas A. Edison of Canada Ltd., Toronto }, Ontario.) 











PRESERVING EQUITY CAPITAL 
(Continued from page 512) 











During the tenth year under the assumption which we have made, 
there was a return to prosperity and the company made a net profit, 
according to conventional accounting, of $100, while the monetary index 
remained at 130. The balance sheets at the end of the tenth year 
before giving effect to dividends would be as follows: 


BEFORE GIVING EFFECT TO DIVIDENDS - 























Accepted Adjusted To Give 
Accounting Effect to Recoupment 
Practice of Underinvestment® 
Complete 
Deferred Periodic 
Recoupment Recoupment 
ASSETS 
Cash $ 900.00 $ 350.00 $ 450.00 
Depreciation Fund 1,000.00 1,000.00 
Deferred Charges for Under- 
investment Ese ks Poe 
Machinery 1,000.00 1,000.00 1,000.00 
Totals $1,900.00 $2,350.00 $2,450.00 
LIABILITIES & CAPITAL 
Capital Stock $1,000.00 $1,000.00 $1,000.00 
Provision for Recoupment of 
Under-investment — 300.00 300.00 
Capital $1,000.00 $1,300.00 $1,300.00 
Earned Surplus (100.00) 50.00 150.00 
Reserve for Depreciation 1,000.00 1,000.00 1,000.00 
Totals $2,350.00 


$1,900.00 $2,450.00 








5 See footnete 2. 

At this point, the end of the tenth year, according to our as- 
sumption, the machinery has reached the end of its useful life 
and is to be scrapped without salvage value. Under all three 
methods the depreciation reserve contains the recoupment of the 
number of dollars originally invested and is an exact offset to 
the machinery account. At this time the management would be 
faced with the decision of either liquidating the business or re- 
placing the machinery, or perhaps some other alternative. Since 
our consideration of the principle of under-investment is not 
concerned with the future decision as to the disposition of the 
capital, we will make no assumption in regard to this decision, 
but in order to clear the balance sheet we will assume that under 
Columns 2 and 3, sufficient dividends were declared to absorb 
the earned surplus. 

The balance sheets, after giving effect to these dividends, and 
the cancellation of the reserve for depreciation against the ma- 
chinery account, would appear as follows: 


AFTER GIVING EFFECT TO DIVIDENDS 


Accepted Adjusted To Give ies 




















Accounting Effect to Recoupment 
Practice of Underinvestment™ 
Complete 
Deferred Periodic 
Recoupment Recoupment 
ASSETS ar a 
Cash $ 900.00 $ 300.00 $ 300.00 
Depreciation Fund 1,000.00 1,000.00 
Totals $ 900.00 $1,300.00 $1,300.00 
LIABILITIES & CAPITAL 
Capital Stock $1,000.00 $1,000.00 $1,000.00 
Provision for Recoupment of 
Under-investment — 300.00 300.00 
Capital $1,000.00 $1,300.00 $1,300.00 
Earned Surplus (100.00) mo ae 








Totals $ 900.00 $1,300.00 $1,300.00 











® See footnote 2. 
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The following summary presents a comparison of results un- 
der the three different methods: 























NET PROFITS 
Accepted Adjusted To Give 
Accounting Effect to Recoupment 
Practice of Underinvestment™ 
Complete 
Deferred Periodic 
Recoupment Recoupment 
Ist, 5th years $800 $500 $200 
6th year 100 20 — 
7th-9th years (400) (190) 100 
10th year 100 70 100 
$600 $400 $400 
DIVIDENDS 
1st-Sth years $600 $350 $150 
6th year 100 _ _— 
7th-9th years — a 100 
10th year a 50 150 
$700 $400 $400 








® See footnote 2. 


AVERAGE ANNUAL RATE OF PROFITS AND DIVIDENDS 
IN PERCENTAGE OF CAPITAL STOCK 














Accepted Adjusted To Give 
Accounting Effect to Recoupment 
Practice of Underinvestment™ 
Complete 
Deferred Periodic 
Recoupment Recoupment 
Prof. Div. Prof. Div. Prof. Div. 
1st-5th years 16°... 42 1: omen 4 3 
6th year 10:> 40 2— —_- — 
7th-9th years (13) — (6) — 3 3 
10th year 10 — Tie 1 ae I 








" See footnote 2. 


The foregoing comparisons bring out clearly the difference in 
the results that are likely to occur when management is influ- 
enced by the inclusion or exclusion of economic changes. Under 
Column 1, the management, relying on the appearance of pros- 
perity during the period of rising prices (inflation) and ignor- 
ing the requirements for protecting capital against the inroad 
due to the fall in the value of the dollar, has paid out inordi- 
nately large dividends and made price reductions not warranted 
by conditions, bringing the company to the end of the ten year 
period with insufficient money to replace the machinery, or with 
insufficient money in the event of liquidation, to pay back to the 
investors 1300 seventy-seven cent dollars as the equivalent of 
the 1000 one hundred cent dollars originally invested. On the 
other hand, under Columns 2 and 3, the management, guided by 
methods that provided for the preservation of the integrity of 
the company’s capital against the fluctuations of the dollar value, 
has declared only appropriate dividends and refrained from 
making unwarranted price reductions, thereby bringing the com- 
pany to the end of the ten year period with sufficient money to 
replace the machinery, or if the company is to be liquidated with 
enough money to return to the stockholders 1300 seventy-seven 
cent dollars as the equivalent of the 1000 one hundred cent dol- 
lars originally invested. 

This illustration is quite typical of a “Boom and Bust” cycle. 
Of course, under the unusually favorable financial conditions 
which we have assumed, even under Column 1, the company is 
not likely to face serious financial embarrassment, but such fa- 
vorable conditions are unusual and in most businesses a com- 
pany operating in a manner similar to that described under Col- 
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Subscribe Now to Montgomery's 
1947-48 Tax Annuals 


Known and used since 1917 


For use in the particular case and specific transaction the new Mont- 
gomery tax annuals bring you abreast of all developments. They are prom- 
inent factors in the preparation for tax savings ahead. 





’ and preceding years. 





FEDERAL TAXES -- 
CORPORATIONS AND 
PARTNERSHIPS 


HIS tax book covers every aspect of work on 

these taxes and gives a clear and understand- 
able picture of the law as it stands today .. . 
what has changed and what has not. It is a rein- 
forcement of your own professional skill and fore- 
sight in setting advantageous tax policies and 
planning of transactions with anticipation of dif- 
ficulties—to arrive at the most economical and 
sound solution to your tax problems. 


It organizes all reference material needed and 
brings everything you need to consider to a sharp 
focus in specific recommendations. Covers gross 
income and deductions; returns and administra- 
tion. This corporation and partnership annual is 
a continual help in the close reasoning so neces- 
sary in questions of taxability of income, time of 
its recognition and tax treatment of gains and 
losses. 

For use in any business, of any size, these an- 
nuals reduce your tax problems to their mini- 


mum. (2 vols.) $20. 


Used constantly by tax men everywhere 


. they maintain an unbroken record for excellence, re- 
liability and continuous improvement.” 


ee 


“The books are prepared with great competence and it 
would be hard to run the office during these times without 
them.” 


. . will be of great importance to me and to other mem- 
bers of our firm in matters which come through the office 
and I don't hesitate to say that the books have added much 
to our equipment in tax matters during the past years.” 





These tax books are the important connecting links between the current 





FEDERAL TAXES-- 
ESTATES, TRUSTS 
AND GIFTS 


IVES a composite view of questions related 

to estates, trusts and gifts—considers angles 

and viewpoints—alternative procedures and their 

consequences, to guide your final judgment. 

Brings you up-to-the-minute, as in previous edi- 

tions, on the estate tax, gift tax and features of 

income tax peculiar to decedents, estates and 
trusts. 

Important in this new issue is the bearing of 
new decisions, on which you will have to be 
posted, arising out of court review of recently 
contested cases. This year’s annual continues the 
characteristic emphasis on intelligent estate plan- 
ning to ease the burden by reducing both the 
estate and income taxes. 

This estate book is a unique combination of 
the law in effect and accumulated legal, account- 
ing and tax experience. $10. 


Mail This Coupon Teday ' 





The Ronald Press Company 


15 East 26th Street New York 10. N.Y. 





| Please send me MONTGOMERY'S 
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umn 1, would be likely to find itself in a financial predicament 
some time during the 7th through 10th year period. 

Notice the difference between the methods in the sixth year. 
Under Column 1, the management, being impressed with the 
favorable showing indicating a high degree of prosperity, in- 
dulges in the magnificent gesture of reducing prices and con- 
tinues its lavish 10 per cent. dividends. Under Columns 2 and 
3, on the other hand the management is definitely on notice that 
the rise in the monetary index affects the appearance of pros- 
perity and therefore the dividend policy should be adjusted ac- 
cordingly. 

Prudent business men, however, are not often misled by such 
appearance of prosperity. Even with apparently large profits, 
they hold back from paying large dividends and accumulate the 
apparent profits instead of paying them out. 

For example, suppose while operating under Column 1, the 
management follows the more conservative dividend policy that 
we have assigned to Column 2. 

Then, at the end of the fifth year, the balance sheet would 
appear as follows: 


ASSETS 


Cash* $ 950.00 

Machinery $1,000.00 

Less Reserve for Depreciation 500.00 500.00 
Total $1,450.00 

LIABILITIES & CAPITAL 

Capital Stock $1,000.00 

Earned Surplus 450.00 
Total 








* including Depreciation Fund. 


A condition like that invites pressures—even the imposition 
of the surtax under Section 102. Management, then, seeks fran- 
tically for reasons to justify its retention of the profits—it is 
needed for plant expansion in the future; it is needed for re- 
placing obsolete machinery; it is needed for development and 
research—or it is just needed. A sort of rainy day fund for emer- 
gencies or bad times. But nearly always the reasons given look 
forward to some contingency that may—or may not—happen 
in the future. 

In most cases, the fact is, as we have seen in our illustrative 
case, that the so-called Earned Surplus, War Reserves, Contin- 
gency Reserves, Plant Expansion Reserve, or whatever name may 
be applied, is in the largest part a provision vitally needed to 
preserve the integrity of capital—capital expressed in terms, 
not of the old dollar, but the current dollar. The reason is not 
based on something vague and general that may happen in the 
future, but on something that as happened resulting in a cur- 
rent specific condition that can be measured with a good degree 
of accuracy and specifically labeled. 

Of course, the practical application of the principle of under- 
investment, and other principles involved in reflecting economic 
changes in the financial structure, is not a simple matter of se- 
lecting an appropriate monetary index and applying it to the 
capital stock, as might appear from the illustration. As we stated 
at the beginning of our consideration of the illustration, it has 
been over-simplified in order to isolate the principle. We have 
selected a single investment made at one time, related it to a 
specific asset with a single termination date and have assumed 
that the monetary index and the price index for the specific type 
of asset are the same. 

In an actual case there will be a need for many monetary in- 
dexes and price indexes depending upon dates of acquisition 
and investment and upon sources of capital and types of assets 
and the various principles of economic changes to be applied. 

There may be need to give careful consideration to the possi- 
bility of prices, which are paid in acquisition of specific fixed 


" pansion of bank deposits and currency in circulation. This money 


assets, being in excess of the general price level as indicated by 
the monetary index. Such a condition, if material in amount, 
flecessitates an immediate disinvestment of the excessive portion 
of the price paid for the asset in order to properly reflect the 
effect of economic changes. 

The limitations of an article do not allow us sufficient space 
to discuss many matters in connection with economic changes 
which we would like to consider, such as the criteria to use in 
deciding whether to employ the method of deferring recoup. 
ment over the life of the asset or the method of complete peri- 
odic recoupment, the handling of economic changes affecting 
the working capital, the fallacies involved in the ‘“‘hidden-asset” 
theory of fully depreciated assets still in use, disinvestment of 
over-investment and short term forecasting of the monetary in- 
dex for use in costing and pricing. 

There are two points, however, that we want to emphasize 
briefly. First, that the recoupment of capital in adequate dollar. 
values does not necessarily contemplate replacement of the asset 
in which the capital is invested. If specific replacement is immi- 
nent, then recoupment should embrace recovery of at least suf- 
ficient money to replace the asset, involving a correlation of the 
monetary index and the price index. 

Second, that the principle of recoupment of under-investment 
should not be confused with the device of writing-up the asset. 
Recoupment cannot be achieved by adding to the value of the 
asset and offsetting the increase by Capital Surplus. Recoupment 
must come from dollars received in the operations; and at the 
time the adjustment is made, the amount applicable to past op- 
erations must come from Earned Surplus (accumulated earn- 
ings) and the transfer is to Capital—there is no surplus arising 
from the transfer. In fact, if the recoupment is not provided for 
there is an impairment. Also, if an attempt is made to make 
good that impairment by bringing in new capital, then the origi- 
nal capital is impaired by dilution. 

It is evident that if the Deferred Recoupment is added to the 
asset, the effect on the asset side of the Balance Sheet is the same 
as that achieved by writing-up the asset. It should not be added 
to the asset. To do so is to proclaim that the balance sheet is a 
statement of values—which it is not. The value of a company 
involves a forecasting of the future and the appraisal of many 
intangible factors seldom, if ever, set forth in the financial state- 
ment. 

As stated at the beginning of this article, its principal purpose 
is to point out how economic changes may affect financial show- 
ings. The fact that prices have risen substantially since the be- 
ginning of the war is common knowledge and the economic ef- 
fect of the causes of these price rises should not be ignored in 
a corporation’s financial matters. 

The National City Bank of New York in a recent release 
stated as follows: “The primary cause of the price rise has been 
the tripling of the money supply, as a result of the war-time ex- 
was created mainly by government borrowing from banks." 
Such monetary effects should be given their proper place in con- 
sideration of financial transactions. 

As we stated before, it is time for the business man to “‘take 
stock.” It is time for him, through the medium of an economic: 
accounting survey, to determine the effects of the economic 
changes of the past decade on his financial condition, and the fu- 
ture steps necessary to guide his business through the present 
day complications. 


2 National City Bank of New York, Monthly Letter cn Economt 
Conditions, Government Finance, May 1947. 
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ASY! The first hand is writing an original notation 
—the second is re-copying it. And in any modern busi- 
ness, re-copying is WRONG! It wastes time, it wastes 
money, it’scompletely unnecessary—and itleadstoerrors. 


Uarco combines business forms so that one form serves 
many departments. A single writing can turn out as 
many as 20 copies, neatly pre-assembled to save time 
and bother. That way, all writing is productive writing 
—no money is spent re-copying. 


Ask a Uarco representative to make a survey of your 
requirements. That’s easier than taking your own time 
for the job, and it does not obligate you in any way. 
UARCO INCORPORATED, Chicago, IIl.; Cleveland, 
Ohio; Oakland, Calif.; Deep River, Conn. Offices in All 
Principal Cities. 


UARCO 


INCORPORATED 








AUTOGRAPHIC REGISTERS 
AND REGISTER FORMS 
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For Justance ee you 
may find Uarco E-Z-Outs your 
biggest time-saver. Use them 
in typewriters or for hand- 
written records—they put an 
end to carbon fuss. Copies are 
neatly held together for later 
additions, then detached with 
one easy motion. 


CONTINUGUS-STRIP FORMS 
FOR TYPEWRITTEN AND BUSINESS MACHINE RECORDS 
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Reviews of Recent Publications 





The World Scene 


PERSISTENT INTERNATIONAL IS- 


SUES. Edited by George B. deHuszar. 
Published by Harper & Bros., New 
York. $3.00. 


TOWARDS WORLD PROSPERITY. 
Edited by Mordecai Ezekill. Published 
by Harper & Bros., New York. 

At a time when progress on the Mar- 
shall Plan appears to be exasperatingly 
slow (as this is written), when stale- 
mates in Asia cause widespread and jus- 
tifiable concern, and when Latin-Ameri- 





Just Published! 
PRACTICAL 
CONTROLLERSHIP 


BY DAVID R. ANDERSON 
CONTROLLER—THE KENDALL COMPANY 


The controller in action, his place in 
the business organization, what he is 
expected to accomplish, the tools that 
are available to him to aid him in 
achieving his ends—these are a few of 
the pictures presented in this excel- 
lently prepared new book. 

Under three main headings—‘‘Func- 
tions and Organization,” “Basic Tech- 
niques,” “Interpretation, Coordination 
and Policy,” the author emphasizes 
the importance of conforming to 
sound basic principles and at the same 
time adapting the procedures fol- 
lowed to the needs and capacities of 
the organization and the individuals 
who compose it. 

Controllers, other business executives 
and those interested in education for 
business management will find this 
book of real value. 


532 Pages Price $6.00 


RICHARD D. IRWIN, INC. 
332 SOUTH MICHIGAN AVENUE 
CHICAGO, ILLINOIS 


Please send me a copy of: 


PRACTICAL CONTROLLERSHIP 


GRIMY oie naree epic aidioiwe Sp «a bs's obee 
PRIS 66.5054 0 5.0 5:4 )p o1stb'g aon ole een bie 6 0-0 











can affairs and problems “make” the 
newspaper headlines with frequent regu- 
larity, these two volumes appear most 
timely. Certainly we can make little, if 
any, progress “towards world prosperity” 
if we do not understand and resolve the 
“persistent international issues’ that 
plague us now as they did in the years 
before World War II. The possibility of 
a World War III is something we all 
wish to curb and eliminate. But wishful 
thinking and ill-informed action will not 
do the job. 

‘Persistent International Issues’ calls 
for the solution of our economic and so- 
cial problems by the arduous, oft-time 
slow but basically sound method of con- 
tinual collaboration. Ostrich-like attitudes, 
experience has shown, will solve nothing. 
In addition to the editor, the authorities 
who contributed to this volume include: 
Roy F. Hendrickson on Relief and Re- 
habilitation; Fred K. Hoehler on Dis- 
placed Persons; George K. Strode on 
Health; Walter W. Wilcox, Food and 
Agriculture; Hobart S. Perry, Transporta- 
tion; J. Anton deHaas on Industry and 
Trade; Michael A. Heilperin, Money and 
Finance; Otis E. Mulliken on Labor; and 
George N. Shuster on Education. They 
provide a fresh understanding of the per- 
sistent issues on which public sentiment 
must continue to mobilize into practical 
programs as outlined in this book. 

“Towards World Prosperity” is a series 
of contributions by 21 experts who review 
the economic effects of the recent world 
war, the industrial possibilities ahead, 
and the situation in the important eco- 
nomic areas of Western Europe, Ger- 
many-Austria, Eastern Europe and the 
Soviet Union, the Mediterranean Basin, 
Asia, the Southern Hemisphere lands of 
Australia and the Union of South Africa, 
and the Americas. 

The words of the editor ring a note of 
practical erudition when he says: “Real 
prosperity for the world can come only 
if the rate of development of processing, 
manufacturing, and other non-farm in- 
dustries can be speeded up to match the 
technical progress already made in agri- 
culture and the still greater technical 
progress which lies ahead as the agricul- 
tural methods of modern science spread 
across the world.” 

In the conclusion of the volume it is 
emphasized that ‘the world can use, and 
will use, great sums of money for re- 
construction, modernization and indus- 
trialization—sums not only in the bil- 
lions of dollars, but in the tens of bil- 
lions. Contrasted to these needs, the seven 
or eight billions with which the new In- 
ternational Bank opens its doors is small 








indeed. Yet even that amount, lent out 
promptly at reasonable rates and for 
promising projects, could help start a 
wave of development and world recovery 
which would in turn encourage nations 
to provide larger funds for still more de. 
velopment. 

“Though the needs of peace are large, 
they are small compared to the needs of 
war. The United States alone has spent 
on each major war ten times as much as 
on the preceeding war—3 billions on the 
Civil War, 32 billions on World War |, 
and now 325 billions on World War II. 
While the atomic bomb makes abhorrent 
the thought of a World War III, the ex. 
perience of the past suggests that the 
financial burden of another world war 
would be equally obliterating. Compared 
to what we have spent to win the war, 
and what another world war might cost 
us, our plans for investment in the peace 
seem puny indeed.” 


—Reviewed by PAUL Haase 


THE FEDERAL ANTITRUST LAWS. 
Published by Commerce Clearing House, 
Inc., Chicago 1, Illinois. $2.00. 


A revision of earlier editions, this vol- 
ume has been compiled from official rec- 
ords of the Antitrust Division of the De- 
partment of Justice and carries a fore- 
word in which Wendell Berge, assistant 
attorney general of the United States, in 
charge of the antitrust division, states that 
it is published ‘‘on a non-profit basis (by 
Commerce Clearing House) so that those 
interested in the enforcement of our anti- 
trust laws may have access to this ma- 
terial.” 


INDUSTRIAL DIRECTORY OF NEW 
YORK STATE. Published by the New 
York State Department of Commerce, 
Albany, New York. 


A revised list of the manufacturing 
and mining establishments, which super- 
sedes the prewar directory compiled by 
this agency in 1940. Approximately 36,- 
000 establishments are listed alphabeti- 
cally, by principal product, and by county 
in which located. 


PROFIT SHARING AND PENSION 
PLANS. By C. Morton Winslow. Pub- 
lished by Commerce Clearing House, 
Inc., Chicago 1, Illinois. 


PROFIT SHARING AND PENSION 
PLANS. By Raymond Clark. Published 
by Commerce Clearing House, Inc., 
Chicago 1, Illinois. 


The first of the two volumes listed 
covers practical planning and administra- 
tion; the second is concerned with the law 
and taxes in connection with profit shat- 
ing and pension plans. 
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Let our people 
turn out your payroll 


WE don’t have to tell you that turning out your 
payroll work and related tax data is much more com- 
plicated than it used to be. 


But just as times change, so do methods of doing 
things! 


Today many firms are assigning this work to the 
Recording and Statistical Corporation where it is 
turned out in jig time on high speed alphabetic and 
numeric tabulating machines. 


We will give you checks ready for your signature! 
Complete Payroll Registers! Quarterly Employee Earn- 
ings Statements! Labor Distribution Schedules! W-2 
Forms! Lists of Employee Deductions—and all the 
other reports you may require! 


And all your work is double-checked for you by bank 
standards. 


The Controller, October, 





Firms located in or near Chicago, Boston, Detroit, 
New York, Montreal or Toronto find our Payroll Serv- 
ice particularly advantageous. We think you will, too. 


OTHER STUDIES AND ANALYSES 


For more than forty years now we have been turning 
out confidential statistical tabulations and reports for 
many of America’s foremost companies. 


Some of these projects include: Sales Analyses. Price 
Studies. Traffic Studies. Retroactive Pay-Increase Cal- 
culations. We will do statistical reports for you of 
most every type. 


Send for free booklet, and let us quote on your work. 


Recording and Statistical Corporation 


Chicago - Boston - Detroit - Montreal - Toronto 


102 Maiden Lane, New York 5, N. Y. 
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Personal Notes About Controllers 








Mr. Herbert J. Noble, one of the original 
group of members who helped found the Con- 
trollers Institute of America, was recently 
elected executive vice president of Taylor In- 
strument Companies, Rochester, New York. 
Mr. Noble, who will retain his position as 
treasurer, was previously vice president and 
treasurer of the company. As holder of Certifi- 
cate Number 6 of The Institute, Mr. Noble 
currently is the second “‘oldest’’ member on 
the basis of length of membership. 


Mr. J. C. Far- 
ley, controller of 
the Radio Tube 
Division of Syl- 
vania_ Electric 
Products, Inc., 
Emporium, Penn- 
sylvania, and one 
of the charter mem- 
bers of the Penn- 
York Division of 
the Buffalo Con- 
trol, was elected 
chairman of that 
group at its meet- 
ing on August 22 
at the Pennhills 
Club, in Bradford, 
Pennsylvania. He 
succeeded Mr. Syd- 
ney E. Bradley, 
controller of Zippo 
Mfg. Co. of Brad- 
ford, who with 
Mr. . B. -V.-Ed- 
ridge, controller 
of Bovaird & Sey- 
fang Mfg. Co., had 
first proposed the 
organization of the 
Penn-York Divi- 
sion. Mr. Edridge, 
who served as sec- 
retary during the 
past yar, was suc- 
ceeded, as secre- 
tary, by Mr. Clar- 
ence E. McCaulley, assistant controller and 
assistant treasurer of Elliott Company, Ridg- 
way, Pennsylvania. 


Rudge’s Sons 


MR. FARLEY 





MR. McCAULLEY 


Mr. Harold De Baun, formerly controller of 
F. L. Jacobs Company, Indianapolis Division, 
Indianapolis, Indiana, is now serving as a 
member of the faculty of the Department of 
Business Administration, University of Wis- 
consin Extension Division, in Madison, Wiscon- 
sin. Mr. DeBaun, who is a member of the 
Controllers Institute of America, was previ- 
ously associated with Mercantile Acceptance 
Corporation, of San Francisco. In his new con- 
nection, Mr. DeBaun holds the rank of assist- 
ant professor, teaching accounting, business ad- 
ministration and related subjects in various 
Milwaukee cities as well as in Madison. He 
will supervise teaching of business subjects 
in various cities and will prepare courses of 
study for correspondence and classroom instruc- 
tion. 


Mr. Stuart B. Miller, a founder and first 
president of the Quad Cities Control of The 
Institute, has been named general controller, 
National Pressure Cooker Co., of Eau Claire, 
Wisconsin. Mr. Miller had recently resigned 
his position as controller and secretary of 
French & Hecht, Inc., of Davenport, Iowa. 





Mr. Charles L. Martindale, a member of 
the Controllers Institute, previously with Ford 
Motor Company, in Dearborn, Michigan, has 
transferred to the Los Angeles, California, 
office, as resident controller. 


Mr. Duncan S. Lennox has changed his busi- 
ness connection, in Honolulu, T. H., from 
Fisher Corporation, Ltd., to Cooke Trust Com- 
pany, Ltd. Mr. Lennox, a member of the Con- 
trollers Institute of America, holds the title of 
vice president. 


Mr. Richard C. Steele, who is serving as 
chairman of the Newspaper Publishers Con- 
ference at the Sixteenth Annual Meeting of 
the Controllers Institute, has been named as- 
sistant business manager of Worcester Tele- 
gram Publishing Co., Inc., Worcester, Massa- 
chusetts. At the same time it was announced 
that Mr. Gordon A. O’Brien, also a member 
of The Institute, had resumed his position as 
controller of the company, following his re- 
turn from service. 


Mr. George O. Ingram, assistant comptroller 
of the Standard Oil Company of New Jersey, 
and a member of the Controllers Institute of 
America, retired at the end of August after 
forty years of service with the company. Mr. 
Ingram was guest of honor at a reception and 
dinner on August 26, in the Hotel Warwick, 
New York City. At the dinner Mr. M. J. Rath- 
bone, president of the Standard Oil Company 
of New Jersey, presented Mr. Ingram with a 
forty-year service button, and H. A. Koechling, 
comptroller of the company, and a fellow mem- 
ber of The Institute, gave Mr. Ingram a watch 
and wallet on behalf of his fellow employees. 
A radio and a check, also gifts of his co-work- 
ers, were presented to Mr. Ingram by Mr. 
Koechling on August 29, Mr. Ingram’s last 
working day, in the office of the comptroller. 

Mr. Ingram, who has been assistant comp- 
troller since January, 1944, joined the company 
in August, 1904,° when he became assistant 
general bookkeeper of the Imperial Oil Com- 
pany, Ltd., at its Buffalo, office. He remained 
with Imperial until 1912, when he left for 
three years to work for another company. Re- 
joining the company in July, 1915, as chief 
accountant and assistant to the superintendent 
of the Tampico, Mexico, refinery, Mr. Ingram 
returned to the United States eighteen months 
later to become cost and yield clerk at the Bay- 
way Refinery, Linden, New Jersey. He was 
promoted steadily and in July, 1933, was made 
assistant manager of the Accounting Depart- 
ment. 


Mr. Fred P. Slivon has been elected treas- 
urer of Libby, McNeill & Libby, of Chicago, 
succeeding Mr. Samuel M. Jasper, who retired 
in accordance with the company’s pension plan. 
Mr. Alfred J. Hoefer, a member of the Con- 
trollers Institute, was elected comptroller of 
the firm, as successor to Mr. Slivon, who will 
continue as secretary of the company. Mr. 
Slivon is a member of the Program Commit- 
tee for the forthcoming 16th Annual Meeting 
of the Controllers Institute of America. He has 
likewise been active as a member of The In- 
stitute’s National Committee on Education. 


Mr. A. G. McLean, secretary-treasurer of the 
Seattle Control of the Controllers Institute, 
has withdrawn from his partnership in De- 
Forest & Company, management consultants, of 
Seattle, to fulfill his duties .as president of 
Aberdeen Automatic Heat Co., of Seattle. 


Two ‘‘gradu- 
ates” of the ac- 
counting field 
gained new recog- 
nition in August 
when it was an- 
nounced that Mr. 
Herbert C. Free- 
man had been 
elected _ president 
of The North 
American Com- 
pany, of New 
York, and Mr. 
Paul D. Preger, a 
member of the 
Controllers _ Insti- 
tute of America, 
had been elected 
vice president of 
the company. Mr. 
Freeman is a 
member of the 
American Institute 
of Accountants and 
had been vice 
president of The 
North American 
Company since 
1927. Mr. Preger, 
who is holder of 
certificate number 
200 of the Con- 
trollers Institute, 
by virtue of elec- 
tion in April, 
1933, has been as- 
sociated with that company since 1923, prior 
to which he was connected with the public 
accounting firm of Price, Waterhouse & Com- 
pany and with E. H. Ro'lins & Sons. Mr. 
Preger bec:me ccmptroller of the North Amer- 
ican Company in 1935 and was subsequently 
elected a member of the Board of Directors 
of the company in 1942. 


MR. FREEMAN 


Conway 





MR. PREGER 


Mr. E. E. Ullrey, a past president and char- 
ter member of the Portland Control of the 
Controllers Institute of America, is currently 
headquartered in New York where he is busi- 
ness manager of a joint venture set up by 
firms in the field of international reconstruction 
and rehabilitation projects. The firms included 
are the Guy F. Atkinson Co., of San Francisco; 
Johnson, Drake & Piper, of New York; and 
Starr, Park & Freeman, New York. 


Mr. Leo P. Luning, formerly controller of 
the National Candy Company, of St. Louis, 
has joined the McPhail Candy Corporation, of 
St. Louis, in the same capacity. Mr. Luning 
is a member of the Controllers Institute. 


Mr. Joseph F. McCarthy, who has been ac- 
tive in aviation financial management for 
twenty years, has been elected a vice-president 
of Curtiss-Wright Corporation, New York. 
Mr. McCarthy, a member of the Controllers 
Institute of America, joined Curtiss-Wright in 
January as treasurer and controller, following 
service as finance chairman of United Aircraft 
Corporation, East Hartford, Connecticut. 


Mr. James E. M. Brown, a member of The 
Institute, who joined the Reconstruction Fi- 
nance Corporation in- August, 1946, has fe 
cently been appointed to the position of Chief, 
Defense Plants Branch, Accounts Division, 
Office of the Controller, of Reconstruction Fi- 
nance Corporation. 
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NICB Surveys Pay Differentials for 
Executives and Supervisors 


‘One hundred per cent. of thé cooper- 
ating companies that have both salatied 
and hourly paid nonsupervisory employées 
indicate eagerness to maintain equitable 
rate relationships between the two groups, 
according to a survey on pay différentials 
by the National Industrial Conference 
Board. Approximately 96 per cent. report 
“constant. alertness’ to maintain adequate 
differentials between rates paid to work- 
ets in the ranks and their supervisors. 

In 37 per cent. of the participating 
companies, automatic blanket increases of 
the “exact amounts” or “the same per- 
centages’” are given to workers in one 
group when the other group’s rates. are 
increased. In the great majority of these 
cases, blanket increases to salaried em- 
ployees are figured on a percentage rather 
than a fixed dollar basis. 

In another group of companies (also 
approximately 37 per cent. blanket in- 
creases to monsupervisory salaried per- 
sonnel rarely match exactly those awarded 
to hourly paid workers. 

Approximately 8 per cent. of the com- 
penies covered in the survey do not give 
blanket increases to any group of em- 
ployees. Another 3 per cent. have no 
hourly paid workers. 

All companies in the remaining 16 per 
cent. maintain an active and continuing 
alertness to inequities but, by specific de- 
sign, avoid “giving an increase to one 
group just because the other group gets 
one. 

The largest number of the cooperating 
companies (36 per cent.) attempt to 
maintain satisfactory differentials between 
the rates of supervisors and the rates of 
those supervised by giving to both the 
same percentage of pay increase. In sev- 
etal cases, however, limitations are placed 
on this type of increase. 

One company, for example, reports the 

application of “‘a decreasing percentage as 
the salary gets higher.” Another applies 
to supervisors the identical percentage in- 
cease granted to rank-and-file employees 
up to the first $3,000. Following one 
tound of increases, a manufacturer of air- 
craft parts applied the hourly rate in- 
crease to all supervisors earning less than 
$10,000 but set the maximum amount of 
the increase at $50 a month. 
_ Approximately 10 per cent. of the par- 
ame companies have set an arbitrary 
differential which they maintain between 
supervisory and nonsupervisory rates. Two 
out of five of these maintain a differen- 
tial of 10 per cent. The differential in 
one out of five companies is 25 per cent.; 
in the same number of companies the dif- 
ferential is 20 per cent. 

In less than 20 per cent. of the com- 
panies, increases in supervisory rates are 


similar to the increases awarded to non- 
supervisors, but are not the same. Execu- 
tives in several of these companies pointed 
out that these “‘similar’’ increases are not 
necessarily given at the same time as the 
wage-rate changes. 

Among the remaining third of the co- 
operators, the policies and procedures de- 
signed to maintain these differentials 
“vary considerably.” In the great major- 
ity, however, it appears that “individual 
merit is the prime determinant.” The 
companies with supervisory job-evaluation 
plans and those that conduct continuing 
Or periodic community-rate surveys were 
careful to point out these items as help- 
ful guides. 

Approximately 70 per cent. of the ex- 
ecutives queried provided information in 
considerable detail on company salary 
practices at the executive level. A num- 
ber of these advanced the belief that ‘‘the 
differentials between supervisory and non- 
supervisory rates are of greater importance 
than the differentials between executive 
and supervisory salaries.’’ About 30 per 
cent. or the executives responding did not 
furnish such information. 

In approximately 68 per cent. of the 
cases reported, salary adjustments for ex- 
ecutives are made solely on an individual 
basis. 

Increases for executives match those of 
supervisors percentage-wise in about 30 
per cent. of the cases studied. 





System-Procedures Institute at New York 
University 

New York University’s Division of 
General Education has established for the 
fall’ semester a new Institute on Systems 
and Procedures, it was announced by 
Dean Paul A. McGhee. The Institute, ac- 
cording to Dean McGhee, will offer three 
courses “designed to provide businessmen 
with practical on-the-job knowledge nec- 
essary for simplifying operational tasks.” 

H. Kenneth Marks of J. K. Lasser & 
Co., chairman of the Institute, disclosed 
that it will attempt to explore systems and 
procedures ‘‘currently being developed in 
daily business operations.” “It is in- 
tended,” he added, “for business men 
who recognize that capacity production 
and sales alone cannot absorb the costs 
resulting from increased overhead, higher 
wages, and outdated methods.” 

Mr. Marks said business executives who 
will cooperate with him in operating the 
program are: Frank Barker, Standard Oil 
Company; Charles J. Eggeman, American 
Telephone and Telegraph Company; 
Frank Hoffman, Standard Oil Company; 
Herman Limberg, City College; H. John 
Ross, Continental Can Company; Allen 
Schultz, General Foods Corporation; 
George H. Sherwood, Journal of Account- 
ancy, and Robert K. Stone, J. K. Lasser 
& Co. 

The courses in the curriculum are 
Fundamentals of Office Systems and Pro- 
cedures, Form Design and Control, and 
Systems Problems of Small Businesses. In 
1948, Mr. Marks reported, three new 
courses will be offered. 











PHILADELPHIA ° 








Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 
Industrial Engineering 


Ford, Bacon & Davis 


Engineers 


39 BROADWAY, NEW YORK 6, N. Y. 
CHICAGO 2° 





LOS ANGELES 
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INSTITUTE ACTIVITIES 








Leon P. Hamner Becomes Member 3,000 
of Controllers Institute 


After an interval of a little more than four 
years, another thousand members have been 
added to the roster of the Controllers Insti- 
tute of America. Mr. Leon P. Hamner of 
Reynolds Metals Company, of Louisvil'e, Ken- 
tucky, became the three thousandth member of 
The Institute by virtue of election by the 
Executive Committee at a meeting held on 
August 28, 1947. 

Candidates who had been approved by the 
National Admissions Committee, and the Ad- 
missions Committees of local Controls, were 
listed chronologically in accordance with the 
dates on which their applications reached the 
National Office. When the Executive Commit- 
tee met on August 28, there were six vacan- 
cies to be filled to raise the number of mem- 





Institute’s Tax Committee Meets 


A meeting of the Committee on Federal 
Taxation, of the Controllers Institute of Amer- 
ica, was scheduled on September 26 at the 
Hotel Roosevelt, New York, under the chair- 
manship of Mr. Oscar N. Lindahl, chairman 
of the committee and vice-president—finance, 
Carnegie-Illinois Steel Corporation, Pittsburgh. 
The agenda of the meeting included: 1. Re- 
viewing activities of Committee; 2. Hearing 
report of Subcommittee which appeared before 
Ways and Means Committee; 3. Hearing report 
on activities of the Subcommittee on with- 
holding taxes; 4. Determining what further 
should be done at this time by the committee, 
and considering new developments so far as 
the proposed law is concerned; 5. Planning a 
report to be made at the Annual Meeting of 
The Institute. 


bers to 3,000. It happened that Mr. Ham- 
ner’s name was the sixth on the list and thus 
he attains a sort of distinction. Mr. Hamner 
was born in Five Points, Alabama. He received 
his education at the Talladega High School 
of Talladega, Alabama, and in accounting at 
the Birmingham School of Technology, and in 
resident evening classes constituting a four-year 
course conducted by the Y.M.C.A. He took 
additional training in accounting through cor- 
respondence courses. 

Mr. Hamner’s first work was as a bank 
runner. In six years he progressed to assistant 
cashier after which he left the banking field 
to. go with McWane Cast Iron Pipe Company 
of Birmingham, in March, 1925. He started 
as a payroll clerk and later became cost ac- 
countant. He engaged in public accounting 
practice from December, 1932 to May, 1945, 
in the Birmingham, Alabama, office of Ernst & 
Ernst, the last five years of which were in a 
supetvisory capacity. He joined Reynolds 
Metals Company in 1945, and now supervises 
the accounting activities of six plants. 

The one thousandth member of The Insti- 
tute was John F. Kenna, who was then con- 
troller of Stein-Hall Company of Chicago. He 
was elected to membership in The Institute 
on April 25, 1938, a little more than six 
years after The Institute was organized and 
began operations. 

Mr. J. A. B. Broadwater was the two thou- 
sandth member of The Institute. He was con- 
troller and is now secretary-treasurer and a 
director of the Tampa Shipbuilding Company, 
Inc., Tampa, Florida. He was elected to mem- 
bership on June 25, 1943, a little more than 
five years after the one-thousaandth member 
was put on the list. 
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Portland Control Will Be Host to 
Seattle Members on October 17 


The second annual joint meeting of the 
Seattle and Portland Controls is scheduled 
to be held in Portland, on October 17, 
under the auspices of the Portland Con- 
trol. The program for the day following 
the joint meeting will feature attendance 
at the Washington-Oregon Universities’ 
football game. 


Worcester Area Members Hold 
Special Meeting 


A meeting of members of the Boston 
Control of The Institute, who are located 
in the Worcester area, was held at Marl- 
boro Country Club, in Marlboro, on Au- 
gust 26, through arrangements made by 
Victor A. Davis. In addition to the reg- 
ular dinner session, a number of mem- 
bers enjoyed golf during the afternoon. 


Louisville Names Local Control Reporter 
for “Controller” 


Appointment of a “Control Reporter” 
was announced recently by W. B. Harrell, 
controller of Louisville Tin and Stove 
Company, who is the current president of 
the Louisville Control. The new position 
in the Control’s ‘“‘official family’ will be 
held by Orville D. Harris, controller of 
Stitzel-Weller Distillery, Inc. He will 
provide coverage of special activities as 
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well as regular meetings, for monthly sub- 
mission to the editors of “The Control- 
ler.” 


Newsletter Is Published With 
Charts of Sales Trends 


Publication of a unique newsletter 
called “Chart Facts Sales Trends’ was 
recently announced by Sidney Lieberman, 
C.P.A. and president of Chart-Facts, New 
York. This monthly publication contains 
about 75 charts showing trends in sales, 
new orders and unfilled orders for every 
major industry and product. It also shows 
regional sales trends for approximately a 
dozen different sections of the United 
States. 

An important feature of this monthly 
newsletter is the fact that all charts are 
presented in comparable form thus mak- 
ing possible direct visual comparison be- 
tween related industries. 

The data contained in the newsletter 
have been brought together from many 
different governmental and trade associa- 
tion sources, and represent the only pub- 
lication of monthly sales data available in 
chart form. 


Local Tax Rate Cut for 
Six Consecutive Years 


The city which has Harvard University 
and Massachusetts Institute of Technol- 
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ogy within its borders has cut its tax rate 
for the sixth consecutive year. Real prop- 
erty owners in Cambridge, Massachusetts, 
reports “Tax Outlook,” will pay $35.50 
per $1,000 valuation this year, lowest 
rate in fourteen years, $10.80 less than 
when city manager government was in- 
stituted there. Cambridge has been cut- 
ting costs (says the Public Administra- 
tion Clearing House) by: 1. Consolidat- 
ing city departments. 2. Installing labor 
saving devices. (Number of city em- 
ployees has dropped more than 10 per 
cent. since 1941.) 3. Collecting garbage 
and paving and repairing streets with its 
own crews. 4. Eschewing long-term bor- 
rowing. (Cambridge debt has been re- 
duced from $12 million to $2.8 million.) 
5. Collecting taxes vigorously. (Less than 
$32,000 remains uncollected of 1946’s 
taxes due.) 
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MEETINGS OF CONTROLS 








TWIN CITIES 
Topic: TAFT-HARTLEY ACT 


The first regular meeting of the Twin Cities 
Control, on September 2, commenced with a 
talk by Mr. Richard S. Felhaber, attorney, of 
the St. Paul Committee of Industrial Relations, 
on the Taft-Hartley Act. The meeting took 
place at the St. Paul Athletic Club. 


SPRINGFIELD 
Topic: MATERIAL CONTROL 


Mr. William F. Butler, of William F. But- 
ler & Company, Hartford, consultants in ma- 
terial control, was the first speaker of the 
season for the Springfield Control, at its meet- 
ing on September 9, at the Sheraton Hotel. 
Mr. Butler spoke on securing the advantages 
of a well organized material control in a talk 
entitled, ‘Something Can Be Done About It.” 


SEATTLE 
“PLANNING” LUNCHEON 
On August 28 the members of the Seattle 
Control held their first meeting of the current 
season, the occasion being a luncheon at the 
Washington Athletic Club. Control plans for 
the year were reviewed. 


SAN FRANCISCO 
Topic: TAFT-HARTLEY ACT 


The St. Francis Hotel was the scene of the 
first regular monthly meeting of the San Fran- 
cisco Control, which took place on September 
18. Mr. Almon E. Roth, guest speaker for 
the occasion, discussed the Taft-Hartley Act. 
Mr. Roth is chairman of the Board of Gov- 
ernors of the San Francisco Employers’ Coun- 
cil. 


PITTSBURGH 
GOLF PARTY 
The Pittsburgh Control featured a golf 
party for its first meeting of the current sea- 
son, which took place at the St. Clair Country 
Club, on September 16. Following dinner, a 
business session was held by the members. 


NEW YORK 
Topic: TAFT-HARTLEY ACT 


The developments that have followed since 
the Taft-Hartley Act became law were dis- 
cussed at the September 9 meeting of the New 
York City Control, at the Hotel New Yorker, 
by one of the law’s legislative sponsors, the 
Honorable Fred A. Hartley, Jr., United States 
Representative from New Jersey. 


NEW ORLEANS 
BUSINESS MEETING 


The New Orleans Control devoted its open- 
ing meeting of the new year, on September 16, 
to the greeting of several new members; the 
discussion of plans for the forthcoming con- 
vention to be held in New Orleans; and other 
important business matters. The Roosevelt Ho- 
tel was the scene of the meeting. 


MILWAUKEE 
PLANT VISIT 
The members of the Milwaukee Control 
were the guests of the Joseph Schlitz Brewing 
Company at a get-together and dinner held at 
the Schlitz Brown Bottle, following a tour of 
the plant, on September 9. Two motion pic- 
tures—‘‘Sporting Events” and “Behind the An- 
nual Report”—were shown after dinner. 


KANSAS CITY 
Topic: FINANCIAL REQUIREMENTS 


A general discussion of “Financial Require- 
ments’ was the feature of the regular monthly 
meeting of the Kansas City Control of the 
Controllers Institute of America, held Monday 
evening, September 8, in the Bellerive Hotel. 

S. C. Kelly, treasurer of the Western Auto 
Supply Company, led a discussion on “Fore- 
casting Financial Requirements.” M. R. 
Hardin, controller of the W. S. Dickey Clay 
Manufacturing Company, was discussion leader 
on the industrial aspects of “Advantages and 
Disadvantages of Different Types of Financ- 
ing,’ and N. S. Paxton, assistant controller of 
the Panhandle Eastern Pipe Line Company, 
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conducted a similar discussion on the public 
utility aspects of the subject. Walter Vaughn 
secretary of Stern Brothers & Company, then 
led the discussion of ‘Securities and Exchange 
Requirements.” 

‘the session closed with a review of “Fi- 
nancing from the Lender's Viewpoint,” led by 
Mr. Vaughn and by Edward F. Lyle, controller 
of the City National Bank & Trust Company 
and Jack L. Batchler, secretary of the Kansas 
City Life Insurance Company. 


HOUSTON 
Topic: INDUSTRIAL RELATIONS 


Mr. George Kirksey preserited pertinent ob- 
servations on current industrial relations prob. 
lems at a luncheon meeting of the Houston 
Control, on August 26 in the Houston Club. 
Mr. Kirksey is a former international and war 
correspondent of the United Press, who is now 
active as an industrial relations consultant in 
Houston. 


HARTFORD 
Topic: SALES AND USE TAX 


For its initial meeting of the current year, 
the Hartford Control scheduled a discussion of 
the new Connecticut Sales and Use Tax. The 
speaker was Mr. Walter W. Walsh, State Tax 
Commissioner. The Elm Tree Inn, at Farm- 
ington, was the scene of the meeting which 
was held on September 4. 


DAYTON 


= . LABOR-MANAGEMENT LABOR 


The new Jabor-management relations act was 
discussed by Mr. D. L. Temple, manager of 
personnel at the Delco Products Division of 
General Motors Corporation, at the September 
11 regular monthly meeting of the Dayton 
Control. The Van Cleve Hotel was the scene 
of the meeting. 


CLEVELAND 
Topic: ANNUAL REPORTS 


The regular monthly dinner meeting of the 
Cleveland Control took place on September 8 
at the Cleveland Athletic Club. Mr. Don 
Knowlton, member of the firm of Hill & 
Knowlton, of New York and Cleveland, ad- 
dressed the members of the Control on “The 
Semantics of Annual Reports and the Public's 
Acceptance of the Facts and Figures of Busi- 
ness Accounting.” 


CINCINNATI 
Topic: JOB EVALUATION 


Carl B. Masters of the management con- 
sulting firm of Uhling, Lauer and Associates, 
spoke on “Job Evaluation” at the regular 
monthly meeting of the Cincinnati Control of 
the Controllers Institute “of America, held 
Tuesday evening, September 9, in the Alms 
Hotel. During the war, Mr. Masters was in- 
dustrial advisor and consultant for the War 
Production Board in the Instrument Section 
of the Radio and Radar Division. He also 
served as advisor on the WPB Importers Com- 
mitted directing the importation of vital ma- 
terials from Switzerland. 


BOSTON : 
Topic: CORPORATE REPORTS 


Clyde E. Watkins, director of research of 
the Controllership Foundation, New York, 
spoke on “The Public's Skepticism of Cor- 
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porate Reports’’ at the regular monthly meet- 
of the Boston Control of the Controllers 
Institute of America, held Tuesday evening, 
September 9, in the Hotel Commander, Cam- 
bridge. : 

Ross G. Walker, professor of accounting at 
Harvard University Graduate School of Busi- 
ness Administration, presided at the meeting. 
Professor Walker is a trustee of the Control- 
leship Foundation, and chairman of The 
Institutes National Committee on Education. 


BALTIMORE 
Topic: TAFT-HARTLEY LAW 
Mr. John L. Laskey, a partner in the firm of 
Laskey and Laskey, spoke before the Balti- 
more Control at its meeting on September 10, 
which took place at the Lord Baltimore Hotel. 
Mr. Laskey devoted his talk to the Taft-Hartley 
Labor Law. 


ATLANTA 

Topic: INFLATED PROPERTY VALUES 

“Inflated Property Values and Their Effect 
on Depreciation Reserves and Insurance Cover- 
ages” was the topic of a talk presented by Mr. 
W. Y. Armstrong, assistant vice-president of 
American Appraisal Co., Cleveland, to the At- 
janta Control on September 4. The Piedmont 
Hotel was the scene of this regular monthly 
meeting. 


Hartley Tells Controllers Companies 
Should Explain Labor Act 


Representative Fred A. Hartley Jr. of 
New Jersey expressed his hope that the 
country’s employers would take advan- 
tage of “the restoration of their right of 
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free speech”’ and let their employees know 
what is in the Taft-Hartley act. 

Mr. Hartley, who spoke before the 
New York Control, of the Controllers 
Institute of America on September 9 said 
it would be ‘a sad thing” if employers 
did not take advantage of that right. 

He voiced concern over the drive by 
unions to win welfare funds, estimating 
that John L. Lewis’ United Mine Work- 
ers, AFL, would have a fund of $250,- 
000,000 by the time its present bitumi- 
nous contract runs out. 

He suggested an amendment to the 
Social Security Act to correct this issue. 
He said he might favor amendments to 
the Taft-Hartley act to prevent any in- 
terference with unions’ freedom of 
speech and to outlaw industry-wide bar- 
gaining. Otherwise he felt the act had 
few loopholes. 

Mr. Hartley disclosed that his commit- 
tee intended to subpoena union and com- 
pany officials concerning contracts the 
committee considers ‘‘suspect’’ and local 
police officials where enforcement of the 
labor law seems to have broken down. 

He cited a case near New Canaan, 
Conn., where two non-union drivers were 
waylaid and beaten. He said he intended 
to invite local officials to Washington to 
find out why the persons against whom 
they swore out warrants have not been 
prosecuted. 
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Urge Amendment of Section 54F 
of Internal Revenue Code 


Amendment of section 54F of the In- 
ternal Revenue Code so that educational 
institutions, engaged in business amount- 
ing to sums of more than $5,000, will be 
required to file Form 990 was urged te- 
cently. 

The respect in which institutions of 
charity, philanthropy, religion and edu- 
cation have been held has caused pene- 
trating studies in this field in the past 
to be withheld, it was asserted. However, 
it was added, the problem has increased 
in magnitude under this sort of treat- 
ment until ‘today thoughtful citizens are 
wondering what goes on in academic and 
philanthropic halls in the name of non- 
profit sanctions.” 
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NEW MEMBERS ELECTED 








At a meeting of the Executive Committee 
on August 28, 1947, the applicants named 
below were elected to active membership in 
this Institute. 


ROBERT N. BAYLESS 
Jaques Manufacturing Company, Chicago. 
O. P. BEREIT 
The Parker Appliance Company, Cleveland. 
DONALD A. BRISBANE 
Hoffmann-La Roche, 
Jersey 
CHARLES H. BuRNS 
The Trailmobile Company, Cincinnati. 
Louis DEAN 
Long Island Water Corporation, Lynbrook, 
New York 
PauL M. GERMAN 
Standard Milling Company, Chicago 
EDWIN R. BARNES 
H. Liebes & Company, San Francisco. 
FRANK K. BILLETT 
Toledo Scale Company, Toledo, Ohio 
HoMER L. DILLARD 
The Champion Paper and Fibre Company, 
Hamilton, Ohio. 
GEORGE E. FERRANDOU 
Standard Coffee Company, Inc., 
leans, Louisiana 
WILLARD B. GoRSUCH 
The Black-Clawson 
Ohio 
ROBERT L. GRANT 
Miles Laboratories, Inc., Elkhart, Indiana. 


Inc., Nutley, New 


New Or- 


Company, Hamilton, 





Election of the 35 new 
members named above 
| brings the membership 
of The Institute to 


3,029 
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LEON P. HAMNER 
Reynolds Metals Company, Louisville, Ken- 
tucky. 

FELIX P. JURASKA 
Montgomery Ward & Company, Portland 
Branch, Portland, Oregon. 

FreD R. KOHLER 
Jack & Heintz Precision Industries, Inc., 
Maple Heights, Ohio 

PAUL J. KREMER 
The Buffalo Slag Company, Inc., Buffalo, 
New York. 


EARLE N. ManrtTIN, Sr. 
Godchaux Sugars, Inc., New Orleans, Louisi- 
ana. 


Harry K. OLIPHINT 
Paramount-Richards 
Orleans, Louisiana. 

PETE PESMEN 
Lesters, Inc., Oklahoma City, Oklahoma. 


H. I. SMITH 
Dairymens Ohio Farmers Milk Company, 
Cleveland. 


WILLIAM A. STONE 
The A. S. Abell Company, Baltimore, Mary- 
land. 

JosEPH T. HART 
Bridgeport Thermostat 
Bridgeport, Connecticut. 

CHARLES C. HORNBOSTEL 
National Company, Inc., 
chusetts. 

ELMoRE C. LAMPE 
Citizens Fidelity Bank & Trust Company, 
Louisville, Kentucky. 

BENJAMIN M. RIvERs, JR. 

Victor Electric Products, Inc., Cincinnati. 

Cray RIcE SMITH 
International Division, 
Inc., New York City. 

Roy W. SwIsHER 
Hydraulic Equipment Company, Cleveland. 

Kari L. TALLAU 
Wilbur B. Driver Company, Newark, New 
Jersey. 

CHARLES P. TAYLOR 
Continental Paper 
Park, New Jersey. 

FRANK A. WAGENFUEHR, JR. 

General Engineer & Manufacturing Com- 
pany,- St. Louis. 

WILLIAM D. WAGNER 
Central Broadcasting Company, Davenport, 
Iowa. 
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Suite 2008, Chicago Real Estate Board Building 
105 West Madison CHICAGO 2, ILL. 


NELSON WAHLSTROM : 
University of Washington, Seattle, Wash. 
ington. a 

CALVIN P. WEBB 3 
Eastern Mortgage Service Company, Phila. 
delphia. 7 

JorE H. WILLSon 
Payne Furnace Company, Beverly Hills, 
ifornia. 

L. T. WoLp 
Kobe, Inc., Huntington Park, California, 





POSITION OPEN | 








Comptroller 


One of the oldest and most progressive hos. 
pitals in the middle west is seeking a comp. 
troller with some institutional experience, 
Preference will be given to applicants forty 
years and over. 

Duties will consist of organizing systems 
and procedures, costs, budget control, finance, 
credits, general accounting. 

Salary commensurate with individual's abili- 
ties. Replies strictly confidential. Address: Box 
738, “The Controller,” One East Forty-Second 
Street, New York 17, New York. 








POSITIONS WANTED | 








Executive Accountant—Available 


Company officer with heavy cost experience,” 
budgets, desires to locate in medium size man-. 
ufacturing plant in position requiring man- 
agement, ability to survey and supervise in-| 
stallation of office and plant accounting and 
production cost-cutting procedures. Age 40; 
graduate with B.C.S. degree; also financing’ 
and industrial engineering experience. Address: | 
Box 741, “The Controller,” One East Forty- 
Second Street, New York 17, New York. 


Controller—Executive Accountant 


Executive accountant presently employed of- 
fers 17 years of heavy industrial and diversified 
experience in executive capacity. At present 
functioning as part of top management group. 
Practical experience—executive committee, fi- 
nancial, development of manufacturing cost re- 
duction program, analyzing and interpreting 
costs, budget preparations, financial forecasts, | 
inventory control, cost control, internal auditing, 
systems and procedures, taxes, financial and cost © 
reports. Age 40, salary $12,000. Willing to 
locate anywhere. Address: Box 742, “The 
Controller,’ One East Forty-Second Street, New | 
York 17, New York. 7 


Hotels Find Profits for 1946 
Average 4.48 Per Cent. 


According to Horwath & Horwath, ho-- 
tel accountants, a nation-wide report om 
the annual hotel results for 1946 shows: 
that, despite an 11 per cent. gain over | 
1945 in dollar volume, the industry's re 
turn of the fair value of its property was) 
7.38 per cent., compared with 7.35 pet” 
cent. in 1945. : 
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